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ARMENIA 


National Security Service Reorganization 


944K1125A Yerevan GOLOS ARMENII in Russian 
9 Apr 94 p 1 


{Unattributed report: “Is the President Without a National 
Security Service?”’} 


[Text] The other day, Sh. Karamanukyan, head of the 
Armenian president’s administrative staff, called in the 
five employees of the service headed by the president's 
chief adviser on national security remaining in the ranks 
and notified them that the service, which as we know was 
formerly headed by Ashot Manucharyan and Vaan 
Avakyan, is to be disbanded in 2 weeks. After their 
retirement the service was essentially inactive, although 
the employees reported for work regularly. The head of the 
administrative staff displayed kindness by not ruling out 
the possibility of helping the dismissed personnel find new 
employment. 


To all appearances, an appropriate edict by the president 
will be adopted by 15 April. It is on that day that the period 
for implementation of another edict—on freezing the 
activity of operations divisions of the GUNB RA [State 
Directorate of National Security of the Republic of Arme- 
nia]—is completed. It is hoped that the new document will 
at least state the reasons for disbanding the National 
Security Service as well as the GUNB. Finally, someone 
should familiarize the public with the new conception of 
the activity of such services. Otherwise, we must assume 
that the president is not concerned about national security 
matters. 


Neighbors Opposed to Armenian AES Restart 


944K1125B Yerevan GOLOS ARMENII in Russian 
9 Apr 94 pl 


[Report by Noyan Tapan: “Our Neighbors Are Opposed to 
the AES”’] 


[Text] According to the Baku correspondent of the “Svo- 
boda” radio station, physicist Eldar Salayev, president of 
the Azerbaijan Academy of Sciences, stated in response to 
numerous questions from local and foreign journalists that 
the Armenian AES [atomic power station] is one of the 
first three Soviet AES’s and there were numerous miscal- 
culations in its design which increase the likelihood that 
emergency situations may arise. There are no conditions in 
Armenian territory for the burial of radioactive waste. 
Previously almost everything was taken to Russia. But 
what will happen today, when Armenian armed forces 
have occupied a substantial part of Azerbaijan? There is a 
danger that the waste will be buried in Azerbaijan’s terri- 
tory. Free access to reservoirs and rivers with the absence 
of control will lead later on to contamination of the 
Caspian, which is fraught with catastrophe for all countries 
in the Caspian basin. We are opposed to starting the AES, 
the political destabilization, and the endless chaos in the 
Transcaucasian region. For this reason, Salayev said, 
“when Armenia raised the question of allocating funds for 
renovation of the AES at the IAEA [International Atomic 
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Energy Agency) session last year, Azerbaijan, Georgia, and 
Turkey spoke out against it.”’ 


According to the Baku correspondent, the Azerbaijan MO 
[Ministry of Defense] is also concerned about this, 
assuming that radioactive raw material may be used not 
only for peaceful purposes under the conditions of a 
conflict. 


Vice Premier Details Situation at Armenian AES 


944K 1125C Yerevan RESPUBLIKA ARMENIYA 
in Russian 26 Apr 94 p 1 


[Report on statements by Armenian Vice Premier Vigen 
Chitechyan by Mariam Ogandzhanyan: “The AES Is 
Beginning Operation, But Don’t Expect It to Get 
Brighter’’] 


[Text] As already reported, journalists were given the 
Opportunity to visit the Armenian AES [atomic power 
station] on 22 April. Gagik Markosyan, the AES’ chief 
engineer, personally accompanied them on a trip around 
the station. Journalists were shown a mockup of the station 
in the technical office and provided with detailed explana- 
tions of the basic principles in its operation. It is known 
that the first of the AAES’ [Armenian Atomic Power 
Station’s] two units were put into operation in 1976, and 
the second one was commissioned 4 years later. Both 
reactors are first-generation water-cooled power reactors, 
although unlike the standard units, they were designed by 
taking into account the region’s seismicity. After the 
Station is started, it is expected that 400 megawatts will be 
generated daily. But for the present, the station represents 
an additional load on the energy system by consuming 2.5 
megawatts per day. Inasmuch as the second unit is in 
better condition and its restoration requires less efforts, it 
will be renovated first. 


After an inspection of the station, a press conference was 
held, at which Armenian Vice Premier Vigen Chitechyan 
drew the journalists’ attention to a report on the current 
status of the AES, as well as problems associated with the 
renovation process. The necessary explanations were pro- 
vided by Mr. Avagyan, chief of the Armatomenergo 
Administration; A. Margirosyan, chief engineer of the 
AAES; and F. Arakelyan, director of the Armatomenergo- 
prom Planning Institute. As Mr. Chitechyan pce‘ ted out, 
the status of the AAES changed after the collapse of the 
USSR. In this connection, independent Armenia had to 
conclude a number of agreements with international orga- 
nizations and sign international conventions on the use of 
atomic energy. The question of Armenia’s membership in 
the IAEA [International Atomic Energy Agency] was 
resolved successfully, and an intergovernmental agreement 
was signed with Russia on supplies, including nuclear fuel. 
The next step was establishment of the necessary infra- 
structure . An operating organ was formed—the 
Armatomenergo Administration, as well as a monitoring 
organ, the Armatomkontrol Administration. The regula- 
tions of the AES were revised and reapproved in confor- 
mity with international standards, and it was given the 
status of a special-purpose state enterprise. The concept 
was worked out and approved by the government, and a 
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coordination plan wa» drafted on this basis. The working 
plans for each system and each unit subject to renovation 
were worked out in conformity with this plan. As Mr. 
Chitechyan noted, we can speak about completion of the 
preparatory stage today. The station’s most important 
assemblies have already begun to be repaired in most 
sections. It is expected that the planned level of safety will 
be provided for by the end of this yer. As far as additional 
steps to increase the station’s safety are concerned, they 
require that additional sources of financing be found. On 
the whole, roughly $70 million are needed for the AES to 
resume operations. In this connection, there is a decision 
to establish a public fund under the Ministry of Energy to 
mobilize all the reserves and coordinate all the funds to put 
the AES in operation as soon as possible. For the present, 
the available funds are enough for a month of work. 


Mr. Chitechyan noted in particular that the most favorable 
conditions possible had been created for the station’s 
personnel. The wages of employees engaged in the process 
of resuming operations add up to roughly 20 established 
minimum wages (25 percent more than the president 
receives). Three houses which are being built will be 
provided initially for the specialists that have been invited, 
and after their departure they will be used to improve 
housing conditions for the AES employees. 


Responding to journalists’ questions, Mr. Chitechyan 
stated that the fuel needed for the station’s operation 1s 
being obtained exclusively in Russia at present, although 
he added that there is a continuous search for alternate 
sources. 


It was explained that the seismic stability of the station 
after its renovation will correspond roughly to 8 or 9 points 
on the scale. The operational service life of both units 
existing at the station is 19 years. 


Mr. Chitechyan did not mention the periods for starting 
[one or two words illegible] and renovation of the first unit. 
They will become known only when the preliminary repair 
operations are concluded. However, even after the station 
is started, the people evidently will not observe any par- 
ticular brightening in their everyday life. As the Armenian 
vice premier pointed out, the electric power being gener- 
ated will be directed where its cost will be recovered the 
quickest. Only when a certain amount of profit 1s obtained 
will we able to think about lighting the streets and houses. 
Well, we are not accustomed to it anyway. 


In conclusion, Mr. Chitechyan noted the special role of the 
press in shaping public opinion and he called upon the 
mass media for cooperation. 


Commission Continues Work on Draft 
Constitution 

94P50131A Yerevan RESPUBLIKA ARMENIYA 
in Russian 22 Apr 94 p 1 


(Supreme Soviet Press-Center report from the “Official 
Chronicle” column} 
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[Text] A session of the Constitutional Commission headed 
by chairman of the commissin President of the Republic 
of Armenia Levon Ter-Petrosyan was held on 20 April. 


After a general review of additional proposals, the commis- 
sion completed work on changes and additions to the draft 
of the Constitution based on proposals from the working 
group which had reviewed and studied international 
experience in this area. 


As a result of the work accomplished, there has been 
considerabie improvement in the document with regard to 
international law, the provisions on basic rights of citizens 
and the definition of the principle of separation of legisla- 
tive, executive and judicial powers. The flexible principle 
of state administration which has been developed will 
allow the state to avoid possible internal political crises 
and to eliminate anarchy in the republic as a whole as well 
as in its individual rayons. The formulations and 
definitions of many of the articles have also been revised. 


The revised and amended draft Constitution will be pub- 
lished in the press. 


Energy Ministry Reports 1993 Results 


944K1151A Yerevan RESPUBLIKA ARMENIYA 
in Russian 28 Apr 94 p 1 


[Unattributed article: “Official Chronicle’’] 


[Text] On 26 April there was a meeting of the government 
of the Republic of Armenia under the chairmanship of 
Prime Minister Grant Bagratyan. The results of the 
activity of the Ministry of Energy and Fuel and the 
Ministry of Construction during 1993 were discussed. 


A report on the work of the ministries during the afore- 
mentioned period was presented by First Deputy Minister 
of Economic Affairs Vardan Movsisyan. The ministers 
presented reports on the activity of their departments. 


Minister of Energy and Fuel Miron Shishmanyan noted 
that in 1993 the republic produced 68.5 percent of the 
planned quantity of electric energy. Because of the 
shortage of energy sources its production at heating and 
electric power plants decreased sharply. It amounted to 
31.7 percent of the overall quantity of electric energy 
produced. 


As a result of the transportation blockade in 1993 the 
republic received: 27 percent of the envisioned quantity of 
fuel oil, 11 percent of the gasoline, 23 percent of the diesel 
fuel, 16 percent of the airciaft fuel, 27 percent of the 
lignite, and 22 percent of the liquefied gas. Because of the 
constant explosions in the gas line the republic received 22 
percent of the expected quantity of gas. 


Work on creating small hydroelectric power plants con- 
tinued throughout the year. 


In spite of the irregular deliveries of fuel in 1993 a number 
of branches of the national economy continued to func- 
tion, city transportation, the sphere of services, and par- 
tially the system of education continued to operate, albeit 
with interruptions. During the winter several rayons of 
Yerevan and a number of cities of the republic were 
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supplied with heat. Within the framework of the Zima 
program, kerosene and liquid fuel obtained through 
humanitarian aid from the United States were distributed 
to socially needy segments of the population. 


Preparatory, organizational, and technical measures were 
also taken to put the Armenian nuclear power plant back 
on line. 


Minister of Construction Feliks Pirumyan noted that the 
main task for his department was to prevent ‘urther 
decline of the volume of construction work. Presenting the 
overall picture of capital construction, he reported that in 
1993 a number of structures that are of great significance 
to the republic economy were put into operation. Capital 
investments totaling 9,904.4 million rubles [R] were made 
with internal funds of the enterprises and organizations. 


With state capital investments it was intended to put into 
operation 287,200 square meters of dwelling space. This 
program was fulfilled by 82.8 percent. With funds from the 
population and state subsidies, 97,100 square meters of 
dwelling space were put into operation, 15,700 of which 
were in the disaster zone. There was an exchange of 
opinions about the reports that were heard. Summing up 
the results of the discussion, Prime Minister Grant 
Bagratyan noted both the positive aspects of the 
ministries’ work and their shortcomings and omissions. 


AZERBAIJAN 


New Statistical Norms To Be Adopted 


944K1122A Baku EKONOMIKA AZERBAYDZHANA 
in Russian 22 Apr 94 p 1 


[Unattributed report: ‘“‘Azerbaijan Will Be Given 
Assistance in the Field of Statistics’’] 


[Text] A group of experts arrived in Baku on 20 April 1994 
to assist Azerbaijan in the field of statistics within the 
framework of the TACIS (Technical Assistance to the CIS) 
program. As an EKONOMIKA AZERBAYDZHANA cor- 
respondent was told in the republic’s State Committee for 
Statistics, the group of experts has come from Holland and 
represents the Eurostat European Economics Commission. 
The experts will hold consultation sessions and give advice 
for the transition of Azerbaijan’s national statistics to the 
standards and rules of international statistics and assist in 
the formulation of a procedure for computation of 
indicators according to international standards. 


‘Prudent’ Nationality Policy Urged 


944K 1122B Baku AZERBAYDZHAN in Russian 
23 Apr 94 p 1 


[Appeal of participants in the workshop ‘Nationality 
Policy of the Azerbaijan Republic: Problems and Pros- 
pects” to Geydar Aliyev, president of the Azerbaijan 
Republic] 


[Text] Today, when the Azerbaijan Republic is proceeding 
along the path of independence and, particularly, when an 
aggressive, ungrateful neighbor is encroaching on our 
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territorial integrity and national existence, great signifi- 
cance is attached to the pursuit in the country of a prudent, 
farsighted nationality policy. The further regulatio: of 
interethnic relations and a comprehensive study of 
problems and the shaping of a precise nationality policy ii 
this sphere are, as a whole, a most essential factor condi- 
tioning the duravility of the statehood of democratic 
Azerbaijan, national unity, and the civic solidarity of the 
peoples, national minorities, and ethnic groups that reside 
on its territory. 


The course of the workshop, in which scientists, special- 
ists, social anthropologists, and political scientists repre- 
senting all the national formations that reside in Azerba- 
ijan took part, showed convincingly once again that all 
peoples, regardless of their size and religious or national 
affiliation, are equally responsible for the fate of the 
fatherland—the Azerbaijan Republic—the liberation of 
our land from the Armenian aggressors, and the country’s 
membership of the ranks of civilized states and sincerely 
approve the single-minded activity that you, esteemed 
president, are pursuing in this direction. 


All these problems were the subject of wide-ranging dis- 
cussion at the workshop. Well-known political scientists, 
sociologists, theologians, and representatives of individual 
parties and cultural centers operating in the republic took 
part in the speeches and the debates, and extraordinarily 
interesting and topical proposals connected with the 
present state of interethnic relations, the role of this factor 
in the process of the building of a democratic, secular state, 
the establishment of ties to compatriots living overseas, 
the reasons for national conflicts and their solution by 
civilized methods based on the rules of international law, 
the establishment of stability in the country, and so forth 
were advanced. We believe that these proposals will be 
taken into consideration in the realization of the nation- 
ality policy of the Azerbaijani state and that efficient use 
will continue to be made of the research potential of our 
scholars working in the sphere of national relations. 


Azerbaijan is a unitary state, and we call on all citizens of 
Azerbaijan, regardless of religious, linguistic, national, or 
political affiliation, for close cohesion around this idea. 
We assure you that the scientific community of the 
republic at large condemns provocative actions sowing 
discord between the peoples and thereby adding fuel to the 
fire of the enemy, will fight such phenomena and mobilize 
all efforts for the establishment of stability in Azerbaijan 
and an end to the attempts to embroil the peoples, and will 
make a substantial contribution to the building of a society 
of national solidarity and free brotherhood. 


Esteemed President! It was with a feeling of profound 
emotion and gratitude that we received your |2 April 1994 
appeal on television and radio to our people and the world. 
The present social and political situation in Azerbaijan, 
the internal and external political atmosphere, and the 
historical realities that we have encountered were studied 
and explained to the world in this historic appeal with 
profound political expertise and wise responsibility. We 
wholly support your consistent and intensive activity and 
the policy you are pursuing in the name of the defense and 











4 CAUCASUS 


preservation of the state independence and territorial 
integrity of Azerbaijan and call on the whole Azerbaijani 
people to render you the utmost assistance in this sacred 
cause and to raliy beneath the banner raised against 
Armenian fascism. 


Our salvation lies in tity! 
Baku, 19 April 1994 


Group Appeals to Russian Duma on <arabakh 


944K1122C Baku AZERBAYDZHAN in Russian 
23 Apr 94 pl 


[Appeal of the Concord Republic Socie | of Solidarity of 
the Peoples of Azerbaijan to Deputies 0’ 41e State Duma of 
the Russian Federation” ] 


[Text] Esteemed Ivan Petrovich Ryvkin, chairman of the 
Duma! 


We have been prompted to appeal to you and the deputies 
of the Russian State Duma by the recent visit by Lysenko 
and Pavlov, members of the State Duma, to Nagornyy 
Karabakh. They visited this region of Azerbaijan, 
bypassing Baku and meeting with no representatives of 
Azerbaijan. 


You know that an undeclared war imposed on us by 
Armenian extremist circles because of the so-called Kara- 
bakh issue has been under way for more than six years in 
Azerbaijan. Many states, Russia included, are exerting 
considerable efforts for a peaceful resolution of this 
conflict. 


At this time Lysenko and Pavlov, leaders of the National 
Republican Party of Russia, having visited only Armenia 
and having thence made for Nagornyy Karabakh, taking 
no account of the position of Azerbaijan and not having 
made an objective study of the entire history of the conflict 
that has arisen, appealed openly on 8 April 1994 on Radio 
Mayak’s “The World” program for a new surge in the 
incitement of interethnic strife. They are manifestly pro- 
posing a recarving of the current borders and the allotment 
to Armenia of Nagornyy Karabakh, which is, in fact, 
occupied, promising the extremist forces that created the 
Karabakh problem the utmost support, and attempting by 
any methods to impose their position on the State Duma. 


This openly inflammatory performance of the deputies of 
the State Duma evoked the just anger of the Azerbaijani 
and all other peoples who live in the republic and is doing 
tremendous damage to the peacemaking activity of Russia, 
which has repeatedly declared its interest in a peaceful 
resolution of the Karabakh conflict and the impossibility 
of a revision of the existing borders. 


As you know, Armenia has long been a mono-ethnic 
republic, and Azerbaijan is, as before, international. More 
than 500,000 Russian and Russian-speaking people, to 
whom also the fate of Azerbaijan, which has become their 
homeland, is not a matter of indifference, live here 
together with the Azerbaijani people. 


A peaceful solution of the current problem, which had 
emerged as of late, was once again recently disrupted by 
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the Armenian side. Evidence of this is the large-scale 
offensive of Armenian armed formations the length of the 
front, which has once again caused numerous casualties on 
both sides. Unfortunately, all this is happening in a period 
when a meeting of the heads of state of the CIS had been 
scheduled in Moscow and agreements had been reached on 
a meeting of the speakers of Azerbaijan and Armenia in 
Bishkek. 


We Azerbaijanis, Russians, Ukrainians, Belarusians, Lez- 
gin, Tatars, Jews, and representatives of other nations, 
nationalities, and ethnic groups have lived together on 
Azerbaijani soil for centuries. Our society was formed in 
the wake of ‘ bloody January,” when, at the cali of their 
hearts, a group of Russian-speaking Baku inhabitants went 
to Moscow to tell the truth abeut the events of 20 January 
1990, when the Soviet Army was comm)’ .ed to Baku and 
many totally innocent people died. It was necessary then, 
as it is now, to combat a news blockade and well-conceived 
disinformation concerning events occurring in Azerbaijan. 


We are counting on you, as the leader of the parliament of 
Russia, endeavoring to contribute to a peaceful settlement 
of interethnic conflicts. 


Nagornyy Karabakh, over which the undeclared war that 
has been foisted on us began, is primordial land of Azer- 
baijan, where the Armenian and Azerbaijani peoples had 
for several centuries lived in peace and harmony. The 
responsibility for the instigation of the war lies wholly with 
a small group of people in Armenia and outside, who have 
single-mindedly set the two peoples against each other 
for the purpose of annexing to Armenia primordially 
Azerbayani land. 


This war has already borne away thousands of lives in both 
republics. More than 200,000 Azerbaijanis living in 
Armenia have been driven out of their native parts and 
have become refugees. Over 20 percent of the territory of 
the republic, far beyond Nagornyy Karabakh included, has 
now been captured. Many villages and towns, cultural 
monuments, and industrial and agricultural enterprises 
have been destroyed, and more than | million Azerbaijanis 
have become refugees. It is six years now that the war has 
been fought on the territory of our republic. 


The United Nations, the Security Council, and the CSCE 
Minsk Group have repeatedly adopted objective decisions 
pertaining to a peaceful settlement of the conflict, but the 
long-awaited peace has yet to ensue. On the contrary, 
combat operations on the part of the Armenian armed 
formations have been resumed time and again, blood has 
been shed once again, and increasingly new areas of 
Azerbaijan have been captured. 


G.A. Aliyev, president of Azerbaijan, appealed recently on 
republic television to the people of Nagornyy Karabakh, 
the people of Armenia, and to the world community, 
calling for an end to the totally needless war, the liberation 
of the captured territories, and the return of the refugees to 
their homes, and asked Russia and other states to 
contribute to the establishment of peace. 
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Addressing the deputies of the State Duma of the Russian 
Federation, we are firmly convinced that ihe highest 
authority of democratic Russia will analyze the situation 
in depth and study the roots of the conflict, aspiring to a 
wise and objective examination of the Karabakh problem, 
and prevent damage to the legitimate interests of the 
Azerbaijani people. 


Adopted at an enlarged session of the board of the Concord 
Republic Society for Solidarity With the Peoples of 
Azerbaijan 


Baku, 13 April 1994 


ADSP Chairman Addresses Founding Congress 
944K1141A Baku GUNAY in Russian 27 Apr 94 pp 1, 3 


[Report of Makhmud Mamedov, chairman of the orga- 
nizing committee, at constituent congress of the ADSP on 
23 April 1994: “Equality Not in Poverty But Equality in 
Wealth”’] 


[Text] Esteemed Delegates and Guests of the Congress! 


This is a notable day for us. The constituent congress of the 
Azerbaijan Democratic Property Owners’ Party [ADSP] 
has begun. 


As of today one more political organization enters the 
social and political life of Azerbaijan. We are aware of how 
difficult and responsible and at the same time honorable a 
mission we are undertaking. We are firmly convinced that 
as a result of our activity this day will be an important 
landmark in the history of sovereign Azerbaijan. But 
serious efforts, the concentration of intellectual potential, 
and the assertiveness of all members of the party will be 
needed for this. 


At this moment the situation in the republic is extraordi- 
narily complex. The economic, political, and spiritual 
crisis, a ruthless war, which has lasted six years now, the 
loss of thousands of young men and women in the struggle 
to liberate our land, over a million refugees forced to leave 
their native parts—all this is the reality of our present-day 
life. Various political forces have come to power in recent 
years in Azerbaijan and have attempted to extricate the 
country from the crisis. Unfortunately, these attempts 
have produced no results, and the crisis, intensifying all the 
while, has assumed wide-ranging proportions. We value 
the activity of the forces that contributed to the elimina- 
tion of totalitarianism in Azerbaijan and to the enhance- 
ment of the role of national self-awareness. But we would 
like to note that the time has now come for people who are 
creators far removed from destructive activity and slogan- 
mongering. The period of revolutions is over, the time has 
come for new thinking and fundamental transformations. 


The populism of past years must give way to profession- 
alism and specific constructive activity. Proceeding from 
the urgency of new ideas for our republic, we deemed 
necessary the creation of the Azerbaijan Democratic Prop- 
erty Owners’ Party. There can be no doubt that our society 
can be rescued from the present grim situation only by 
people in possession of the new way of thinking. The future 
of Azerbaijan will depend on the extent to which the idea 
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of enterprise is realized. We are for this reason laying the 
foundations of a party far removed from any radicalism 
and extremes and intent on developing society by 
purposive reforms. 


What do we mean when we speak of new ideas and 
relations, of new policies? The answer to this question may 
be gleaned from the very name of the party. The definition 
“Azerbaijan” symbolizes the party’s devotion to the 
fatherland and its sovereignty. The party will operate in 
Azerbaijan and in the name of Azerbaijan. It will be based 
on the ideas of civicism. 


The word “Democratic” in the name of the party is also of 
great symbolic meaning. We believe that the majority of 
the current problems have been engendered by the fact that 
we have failed to reveal to the proper extent the very 
concept of ‘democracy.’ Democracy is not anarchy, not 
arbitrariness. It is the supremacy of the law over the state, 
over the citizens, over political forces. Democracy is the 
political power of the people. A multiparty system and 
freedom of speech are its main attributes. 


The supremacy of the law is a basic principle of our 
activity. And it is essential for this reason to replace with a 
new one the current constitution, which reflects the prin- 
ciples of the basic law of the Soviet period and which has 
undergone no fundamental revision. 


The concept of a party of “Property Owners” reflects the 
directions of its activity. In our opinion, a property owner 
is not simply an owner of property and an estate but the 
true master of them, as, equally, of his knowledge, capa- 
bilities, and intellect. In this sense each citizen of Azerba- 
ijan should be a property owner. And it is in this direction 
that our party will undertake wide-ranging activity. The 
ADSP will propagandize new ideas and a new attitude 
toward the means of production and property and the need 
for enterprise and proprietorship for society under the 
conditions of the market economy. And the entrepreneur 
will be preoccupied by a single goal, a single desire— 
manufacturing a product that is competitive, conforms to 
world standards, and corresponds to public requirements. 
Success in the market economy will in the majority of cases 
depend on man’s creative, constructive capabilities and 
entrepreneurial experience. For this reason the “‘enter- 
prise” and “property” concepts could consolidate all 
citizens, all strata of society. 


We wish to see as property owners and masters the worker 
and the peasant and the professional. The ADSP will 
create all the conditions for the conversion of enterprises 
into stock companies, the distribution of the shares among 
the workers free of charge, and their enlistment in 
entrepreneurial activity in this way. 


The main task for us at the present time is not a struggle for 
power but the concentration of the entire potential for the 
extrication of the republic from the present profound state 
of crisis. The economic situation in the republic is very 
grim at this time. In Azerbaijan, with its generous natural 
resources, splendid climate, and enormous production 
resources, the living standard of the people is declining by 
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the day and the social protection of the citizens is deteri- 
orating. National income is falling rapidly. In 1993 this 
indicator constituted 27.5 percent of that of the previous 
vear. Twenty-five percent less basic industrial commodi- 
ties were manufactured than the year before. Inflation is 
rising, and compared with 1992 the issue of money by the 
National Bank increased by a factor of more than 29.6 and 
continues to grow. The production of all types of industrial 
and agricultural commodities continues, in fact, to fall. 
The main reason for this is the severance of economic ties 
to the republics of the former Union. 


But the state of crisis in which the economy has found 
itself has a number of subjective factors also. Thus, 
although the Azerbaijan Republic has acquired political 
independence and become a full member of the interna- 
tional community, its economic independence is still 
under serious threat. 


Our republic has opted for the market economy path, 
which is characteristic of the majority of the world’s 
developed countries and based on economic logic. But the 
measures pertaining to the adoption and engagement of a 
new economic mechanism are only being implemented 
slowly; the mechanism of the former economic system, 
now in its death throes, continues to operate. Owing to the 
counteraction of many highly placed retrograde persons 
cherishing a dream of “everything, perhaps, going back to 
what it once was,” transition to the market economy 1s 
being impeded and artificial barriers are being erected. 
The failure to adopt the corresponding laws on the market 
economy, the absence of a working mechanism for some 
laws which have been adopted, but which exist merely on 
paper, and the activity of state and executive authorities 
not brought into line with the new conditions are graphic 
testimony to this. 


In sum, economic destabilization has reached the point at 
which the economy has become the main factor of political 
instability. The indifference to the fate of the economic 
reforms and to the transition to market relations regulated 
by law represent a serious threat to the sovereignty of 
Azerbaijan. An acceleration of the reforms and the elimi- 
nation of the asystemic approach in the shaping of the 
market economy are essential, therefore. The solution lies 
in the speediest establishment of the economic system 
proven by world practice. This means: 


—denationalization of the economy; 

—privatization; 

—the development of enterprise; 

—formation of the market and market infrastructure; 


—the use of progressive methods in the creation of 
business relations; 


—the elimination of administrative-command methods 
contradicting the market economy; 


—price liberalization based on the evolved supply and 
demand ratios; 
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—the correct pursuit of financial, credit, and monetary 
policy; 
—refinement of the customs and tax sys'ems; 


—an aileviation of the difficulties of the transition to the 
market economy by way of the creation of a system of 
guaranteed social protection. 


The enumerated comprehensive measures encompass 
three stages: a halt to the decline in production, an 
immediate transition to the market economy, and provi- 
sion for the development and protection of this system. A 
halt to the decline in production is connected with dena- 
tionalization and the implementation of an anticrisis 
policy. Unfortunately, privatization and fulfillment of the 
conditions of the transitional period are being undertaken 
extremely inadequately, and an economic structure 
adapted to the new realities is not being created. For this 
reason many state-owned enterprises of the republic are 
standing idle. And this, in turn, is causing a decline in 
production, a shortage of goods, unemployment, a deteri- 
Oration in the well-being of the public, and a disruption of 
normal monetary circulation. Privatization should be 
effected in the quickest way possible, it being necessary 
first and foremost to privatize facilities of trade, public 
catering, consumer services, and small production 
enterprises. 


Fundamental reforms are needed in the financial, banking, 
and customs systems and in the sphere of foreign economic 
relations. The absence of the former in these spheres is 
impeding the transition to a market system, hampering a 
halt to the fall in production, and causing increased 
inflation. 


The state’s financial policy is still being implemented by 
the former bureaucratic methods. 


This applies particularly to the work of the state banks. 
The activity, or rather inactivity, of the National Bank, 
which has become a stumbling block in the way of the 
development of enterprise and the formation of a market 
economy, is bewildering. 


Speaking of the obstacles put in the way of the activity of 
private structures and entrepreneurs, mention has to be 
made of the flaw in the customs and tax sysiems. The red 
tape, relapses into bureaucratism in the customs system, 
and the high customs duty are by no means serving to 
develop the market economy and enterprise. 


The party believes that it is necessary to elaborate and 
adopt new laws aimed at the democratization of the said 
spheres and to remove the shortcomings in them as quickly 
as possible. 


The lagging of the agrarian reforms in the republic and the 
fact that a number of the adopted laws and decisions are 
not working are accelerating by the day the slump that has 
encompassed agriculture. It is more than two years now 
since the draft Land Reform Act was published, but it has 
yet to be adopted. The indifferent attitude toward the great 
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public property—our land—and inefficient and negligent 
land tenure have caused the erosion of over 600,000 
hectares of land. 


Insuperable barriers have been erected between the land 
and the peasant. Hollow speeches concerning its lease and 
the creation of private farms are heard from time to time, 
but not even the minimum of the conditions necessary for 
this are being created. The peasant and, ultimately, the 
people are sui/ering. 


The par‘y deems essential the privatization of the land and 
its unconditional transfer to those who cultivate it. Every 
peasant should be the master of his land and foster in his 
children the feeling of a proprietary attitude toward it. 
Whence the conclusion: It is necessary to restore historical 
justice, give back to the peasant the land, which was taken 
away from him 70 years ago essentially in the guise of 
nationalization, and thereby restore it to its rightful owner. 
But the intolerable procrastination over the reforms is 
leading to the loss of agriculture’s material and technical 
resources. In the past three years alone there has been a 
steep decline in the numbers of livestock on the kolkhozes 
and sovkhozes, aid the indicators of yield and 
productivity have fallen two- and threefold. 


The harvests of cereals, cotton, vegetables, grapes, and 
other agricultural >roducts are declining rapidly. Confir- 
mation of this may be seen in the example of Shamakhin- 
skiy and Dzhalilabadskiy districts. The grape harvests in 
Shamakhinskiy District fell from 243,000 tonnes to 6 
tonnes, and in Dzhalalabadskiy, from 250,000 tonnes to 
10 tonnes! Are these not terrifying facts?! Can Azerbaijan 
be extricated from the economic crisis by such misman- 
agement? Of course not. No sector of agriculture is oper- 
ating profitably. The bankruptcy of the kolkhozes and 
sovkhozes is on the doorstep. Agriculture remains the most 
laborious part of the economy, the pay in it is the lowest, 
and the peasantry is the most socially unprotected stratum 
of our society. To emerge from the crisis we need first and 
foremost to seek the development of peasant enterprise. 


Among the congress delegates there are many peasants 
who encounter daily the difficulties and problems con- 
nected with enterprise. Their speeches and proposals will 
be taken into consideration and will help refine our further 
activity. 


We are drawing up specific proposals connected with a 
resolution of the above-mentioned economic problems 
with regard to the transition to a market economy and the 
development of enterprise, and this package of proposals 
will be presented to the government within the next few 
days. 


Attaching great significance to science and education, the 
ADSP considers a solution of the problems in this sphere a 
most important task. We will contribute to an improve- 
ment in the material and technical resources of science and 
an improvement in scientists’ work conditions and a rise in 
their living standard and thereby stimulate the develop- 
ment and progress of all sectors of the republic’s economy. 
For an economy deprived of new scientific achievements is 
incapable of producing effective results. 
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The party believes that for the accomplishment of the 
impending tasks in the period of transition to a market 
economy there will be a need for personnel that have 
attended a school of private enterprise. A certain amount 
of work has been performed in this sphere in the republic, 
and dozens of institutes and centers of education have 
been created. But instead of ensuring conditions stimu- 
lating the activity of these private centers of training and 
introducing the young people being taught there to world 
science, they are being subjected to groundless pressure. 


We believe that a state that has announced a transition to 
a market economy should not be demonstrating biased 
selectiveness but displaying concern also for this 
educational system, which is new in the life of Azerbaijan. 


Each member of the party should know that a society that 
is indifferent toward science and education is poor 
both materially and spirituaily. We will aspire to the 
cooperation of scientists and entrepreneurs and to the 
implementation of their specific developments. 


The ADSP, appreciating on its merits the important role of 
culture and art in an enhancement of the living standard of 
the people, will contribute to the extrication from crisis of 
cultural institutions, whose physical resources have in 
recent years been undermined appreciably. Facilitate 
increased attention to figures of culture and art of the 
republic and to the creation of the necessary conditions for 
their creativity. We must revive the traditions of such 
patrons of the arts as Hajji Zeynalabdin Tagiyev and Musa 
Nagiyev and we shall call on all entrepreneurs and business 
people to take specific steps in this field. 


Our party will perform a great deal of work on the 
protection of monuments of culture and art and also on the 
return of our national treasures taken overseas. 


Azerbaijan is a multinational country. Representatives of 
various nationalities have lived on its territory as good 
neighbors of the Azerbaijani people for many centuries. 
The ADSP urges protection of the rights of the national 
minorities and ethnic groups and a solicitous attitude 
toward their customs, traditions, and language. 


The ADSP is for the mutual noninterference of religion 
and the state in each other’s affairs. By virtue of the fact 
that the ancient culture of our people is closely linked with 
the Islamic religion, the party will exert efforts for the 
affirmation of a respectful attitude toward this religion and 
contribute to the study at the proper level of religious 
sources, the opening of religious schools, and the restora- 
tion of the mosques. The party will display respect for 
other religions also and adopt a solicitous attitude toward 
their religious structures. The ADSP considers religious 
intolerance impermissible. 


A legal basis for preferential conditions of the use of 
economic factors in health care, specifically, ihe chan- 
neling of capital from the private sector to this sphere, is a 
command of the times. A transition to health care for 
which a partial charge is made and the insurance medicine 
connected with it would undoubtedly bring our health care 
into line with today’s economic system. The party believes 
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that the treatment and improvement of medical services 
for persons who have been wounded and maimed in 
fighting to liberate our land should be the most important 
task of today’s health care. 


We will endeavor to direct our domestic policy toward 
social assistance to the population. Needy families, 
including the families of refugees. martyrs, the handi- 
capped, participants in the war, retirees, and large families 
will sense our concern. 


Speaking of social protection of the population, I would 
like to mention particularly the neglected state of housing 
construction and transport services in the republic. 
The profound crisis of the economy is being reflected 
increasingly palpably in this sphere. 


The steep decline in housing construction in recent years 
has engendered particular strain in the satisfaction of the 
public’s housing requirements. This 1s explained by the 
fact that approximately | million of our compatriots have 
as a consequence of the Armenian aggression been forced 
to abandon their native parts and make their home in 
tents, hostels, sanatoriums, schools. and other nonresiden- 
tial facilities. Many of them have poured into Baku, where 
great social strain has arisen in this connection. 


Attaching great significance to housing construction in the 
republic, the ADSP will endeavor to make full use in this 
sphere of the forces both of the state and the business 
world. It is necessary to this end to create the conditions 
for the entrepreneurs, allocate them the necessary plots of 
land, and make credit available to them. 


We will at the same time operate actively in the direction 
of an improvement in mass transit services and the 
removal of the problems that exist in this sphere. 


The extent of employment and joblessness is one of the 
main problems greatly worrying us today. The ADSP 
believes that the further development of enterprise, the 
emergence of new production divisions particularly, would 
signal a turning point in the resolution of this problem. 


I would at the same time like to mention that the unem- 
ployed, as a reality of our present life, must receive 
assistance and sense concern not only on the part of our 
business people but of the state also. 


We intend to display particular concern for the youth and 
adolescents. The defense of their rights and assurance of all 
the necessary conditions so that they might become worthy 
members of our society will always be at the center of the 
attention of the ADSP. 


1 would like to make particular mention of one further 
problem. The lessening of concern for our future, children, 
inadequate teaching and educational work with them, and 
the inattention to them. This was undertaken more or less 
in the bygone Soviet period by, aside from the family, such 
public organizations as pioneer and Communist Youth 
League groups and clubs. The ADSP believes that it is 
necessary to increase the attention paid to children on the 
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part of the state and to prepare and implement compre- 
hensive measures in this sphere. We will make use of all 
our opportunities in this cause. 


The ADSP believes that a primary and sacred task cur- 
rently confronting the whole Azerbaijani people and the 
state is the liberation of our land from the Armenian 
occupiers. 


Thousands of heroic sons and daughters of the Azerbaijani 
people have been wounded and maimed in battle and have 
died the death of the brave in this struggle. Today also the 
sons and daughters of our people are fighting heroically for 
their native land and wholeheartedly believe in the victory 
of the just cause. At the same time we are seriously 
alarmed by the fact that the state cannot secure 
fundamental changes in this sector and that the current 
shortcomings are not being eliminated in timely fashion. 


We believe that the leaders of the Azerbaijan state should 
create an army tn which strict discipline rules and mobilize 
the people in the name of victory over the accursed enemy. 
Our party would render all possible assistance here. It is 
our profound belief that at a fateful time for Azerbaijan all 
political forces should unite in the struggle against the 
Armenian aggressors. 


The ADSP believes that the machinery of state should 
primarily be perfected and restructured on democratic 
principles, an executive mechanism conforming to the 
requirements of the market economy created, and the 
bureaucratism and red tape hampering our development 
removed for the accomplishment of the set goals and tasks. 
And the legislature, executive, and judiciary should prima- 
rily for this be delineated fully. 


We believe that the National Assembly does not represent 
the people to the full extent and has exhausted its historical 
mission. It is necessary, therefore, having secured stability 
in the republic as quickly as possible, to he!d new elections 
to the supreme legislative body. 


Persons who put the interests of the people above personal 
interests, who would serve to build a strong state, and who 
are capable of independent decisionmaking should be 
represented in parliament. 


The executive should be formed from people who are 
creative, businesslike, just, and humane, who possess the 
new thinking, and who are capable of engaging in politics 
at the level of today’s requirements. 


The supremacy of the law and an understanding of the 
irreversibility of progress along the path of the market 
economy should be the main yardstick in the activity of the 
executive. We will strive for the restructuring of the 
executive authorities in accordance with these demands, 
an improvement in their structure, and the abolition of 
duplicative components. 


It is necessary to carry out fundamental reforms in the 
administrative authorities and form the judiciary as the 
third branch of power in the true meaning of the word and 
ensure its complete independence. 
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Each citizen of the republic, regardless of the position he 
holds, should have the right to appeal to the judicial 
authorities with a demand for the restoration of his 
violated rights. 


The law must not allow the groundless interference of the 
police and procuracy authorities in the activity of the 
private sector. It is necessary to clamp down on ali factors 
leading to bribery, corruption, and arbitrary action in the 
administrative authorities. 


The ADSP believes that the successful accomplishment of 
the impending tasks and the correct management of per- 
sonnel policy are very important. In all areas, personnel 
need to be chosen only in accordance with businesslike and 
professional qualities. Unfortunately, these criteria were 
for many years disregarded in the selection of personnel, 
which permitted the principles of nepotism and personal 
devotion to come to the fore. 


As a result positions in the managerial structures went to 
incompetent people devoid, at times, of the necessary 
moral qualities, which, as a whole, damaged the common 
interests of the Azerbaijani people and harmed the princi- 
ples of its statehood. 


The ADSP emphatically condemns the selection of per- 
sonnel for directive positions in accordance with family 
and protectionist criteria and notes the impermissibility of 
this approach. 


The party’s activity in the field of foreign policy shall be 
based on international rules of law, the UN Charter, the 
principles generally accepted in the international commu- 
nity, and the constitution and the laws of the Azerbaijani 
state. 


Taking as a basis national interests and statehood, the 
international activity of Azerbaijan should serve peace, 
security, and mutually beneficial cooperation. The party 
deems essential the creation of direct diplomatic relations 
with states of the world and supports the territorial integ- 
rity and sanctity of the borders of all countries, their 
noninterference in one another’s internal affairs, coopera- 
tion and peaceful coexistence, and the solution of all 
conflicts within the framework of international rules of law 
exclusively by way of negotiations. It proceeds from the 
provisions of UN documents defending human rights and 
liberties. 


The ADSP will endeavor to create close ties to overseas 
parties of a democratic persuasion and will broaden 
all-around cooperation with them in the interests of 
Azerbaijan. 


In the sphere of economic reform the ADSP will strive to 
ensure that the experience of the world’s progressive 
countries be studied and applied in Azerbaijan and will 
create closer contacts with Azerbaijani businessmen living 
abroad. 


The party will facilitate the establishment of relations with 
all Azerbaijanis who live outside of the republic and also 
with the societies that unite them, support their activity in 
the interests of Azerbaijan, and contribute to the creation 
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and development of the Azerbaijani diaspora in foreign 
countries. We call on other parties also to join in this 
initiative. We believe that there is now an even greater 
need for Azerbaijan to convey to the world community the 
voice of truth in the defense of its land. 


Together with bilater:l relations in foreign policy the party 
notes the significance for the Azerbaijani state of multilat- 
eral relations, part.cularly the need for cooperation with 
regional and international organizations, and believes that 
it is necessary to take advantage of their strength and 
authority to have Armenia, which has occupied land of 
Azerbaijan, recognized as the aggressor. 


Esteemed delegates and guests of the congress! 


As a result of the purposive activity of the organizing 
committ:> of the ADSP action groups have in a short 
space of time been formed in 23 districts of Azerbaijan. 
This process is continuing rapidly, and the number of the 
party’s supporters is growing by the day. This is reason for 
us to conclude that the ADSP will shortly be a most 
authoritative party of the republic. 


The draft program and rules of the party will be presented 
to you today. Your proposals, complaints, and criticisms 
will help perfect these documents. 


Ours is a democratic, parliamentary-type party. Members 
of the party will work in a creative atmosphere affording 
an opportunity for a display of initiative. Granted all this, 
there must be discipline in the party. Our principle is 
discussion of the party’s decisions until they have been 
adopted. An adopted decision is law for all party members. 
The party wil! defend the interests of each of its members. 
And they, in turn, are called upon to strive to enhance the 
party’s prestige by their activity. 


In view of the fact that ours is a constituent congress, we 
have not made it our purpose to express in the report our 
attitude toward all areas of the party’s activity. 


The directive party authorities, which will be elected 
today, will together with the organizations being formed in 
the regions involve themselves in an improvement cf the 
party’s strategy and tactics at the current stage. 


We entrepreneurs must show graphically the benefit of our 
activity, implementing our ideas and striving for actual 
achievements. 


In the Soviet period the people’s consciousness was poi- 
soned by malicious communist propaganda to the effect 
that enterprising people are exploiters profiting at the 
people’s expense, that they are to blame for the poor life of 
society, and that they are building their prosperity on the 
misfortunes of poor people. The useful work and noble 
accomplishments of creative, active entrepreneurs, who 
themselves knew how to live and afforded the people an 
opportunity to work and earn, were slandered. Back at the 
start of the century forces of occupation under the banner 
of revolution wiped out the genuine entrepreneurs and did 
unprecedented damage to the spirituality and economy of 
Azerbaijan. Thus was the principle of general ruin and the 
equalization of all in poverty realized. 
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The party that we have founded advances the polar- 
opposite principle—equality not in poverty but equality in 
wealth. Its purpose is realization of the idea that all citizens 
are entitled to be and should be masters in the full meaning 
of this word. A nation that has failed to foster its own 
entrepreneurs will be forced to serve the entrepreneurs of 
other States. 


In this sense we must ourselves become the masters of our 
national wealth. And for this reason it is the sacred duty of 
each of us to propagandize extensively the idea of enter- 
prise and to create all the conditions for the development 
of market relations. We need to unite all efforts in the 
name of the elimination of the obstacles in the way of the 
development of the market economy and enterprise, 
fight jointly against conservatives and, ultimately, build 
an independent state and wealthy country with strong 
authorities. 


We emphatically declare that only the entrepreneurs, that 
is, all of us, will liberate the republic from the present grim 
situation, from the economic crisis. The main purpose of 
our party is to achieve this and to act in the name of a 
strong and free Azerbaiyan. 


I call on all of you to struggle for these national interests 
and, of course, for the expulsion from the territory of 
Azerbaijan of the accursed enemy. 


I thank you for your attention. 


Parliament To Review Privatization Program 


944K1156A Baku BAKINSKIY RABOCHLY in Russian 
29 Apr 94 p 1 


[Unattributed report: “Draft Privatization Program 
Submitted to Parliament] 


{ Text] The president of Azerbaijan has approved and sub- 
mitted for the consideration of the National Assembly the 
draft privatization program for the year 1994 prepared by 
the republic's State Property Committee. 


As an AZERTADZH correspondent was told in the State 
Property Committee, the draft envisages privatizing over 
the current year about 8,000 enterprises in the services 
sphere, trade, and health care, as well as a number of 
unfinished construction projects and enterprises engaged 
in production. Privatization of large and medium-size 
enterprises will be done through conversion to joint-stock 
holding: the rest will be sold into private ownership— 
individual or collective. 


To distribute state property among the population it 1s 
envisaged allocating each citizen of Azerbaijan, rega:dless 
of age, a certain amount of money, or shares, through 
special accounts in banks, the amount of which will be 
indexed in keeping with inflation. The owners will be able 
to use them only for privatization purposes—buy ing enter- 
prise stock. They will be able to purchase the latter both 
directly at enterprises or through state or private invest- 
ment funds, which will be set up as soon the privatization 
program is adopted. 
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The State Property Committee staff expressed the hope 
that the deputies will speedily approve the privatization 
program, which will give an impetus to real reform of the 
Azerbaijani economy. 


GEORGIA 


Security Minister on Closer Ties to Russia 


944K11544A Moscow OBSHCHAYA GAZETA 
in Russian No 16, 22-28 Apr 94 p 8 


[Interview with Igor Giorgadze, chairman of the State 
Security Service of the Republic of Georgia, by Viktor 
Logachev; place and date not given: “Georgia’s Path to the 
West Lies Via Russia’’] 


[Text] 


{Logachev] You are by virtue of your official position one 
of the best-informed people of Georgia. How do you 
evaluate the situation in the republic? 


|Giorgadze] Complex and ambivalent. We have negotiated 
the stage of civil war and conflicts in the zone of Tskhin- 
vaii and Abkhazia. | would like to hope that they will not 
resume. The joint statement of Boris Yeltsin and Eduard 
Shevardnadze and the agreement signed 1n the wake of this 
by the Council of Heads of State of the CIS instill hope that 
a settlement will be achieved by the political, peaceful 
path. 


The economy of Georgia is falling apart, transport is 
paralyzed, and the financial and credit system is in a state 
of collapse. The vast majority of the population is eking 
out a semi-starvation, beggarly existence. Parliamentary 
and government decisions proceed from the fact that it is 
only possible to emerge from this state by developing 
cooperation and integration within the framework of the 
CIS. There is opposition to this viewpoint, of course, and 
the opponents’ main argument is that the republic could be 
deprived of sovereignty on this path. But the country’s 
present economic state would, in my view, deprive it, 
rather, of sovereignty and integrity. 


Our opposition desires an orientation toward the West, 
which is not a sinful desire in itself, but under the present 
circumstances Georgia’s path to the West lies via Russia. 


[Logachev] The most serious political question for Georgia 
is the conflict in Abkhazia. Could it grow into even more 
serious forms? 


[Giorgadze] I would like to hope that the joint efforts of the 
CIS countries, primarily the active med uting role of 
Russia, will help in the very near future—I stress this—to 
exhaust this conflict completely and return the refugees to 
Abkhazia. If the peacekeeping force of the CIS, and if we 
are to call things by their name, primarily Russia, joins in 
these processes and if this force does not passively observe 
the course of events but actively becomes a part of the 
process as an interested mediator, the problem will be 
resolved. Russia has already signaled such a position. 


|_Logachev] Nonetheless, in what form might the Abkhazia 
problem be resolved, for all that? 
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{Giorgadze] Undoubtedly as a compromise. A federal 
arrangement of Georgia would seem the most practicable. 
Those who believe that this would damage the statehood of 
the Georgian Republic are, in my opinion, wrong. We 
could perfecily well negotiate with both the Abkhaz and 
Ossetian sides specific mutually acceptable forms of state- 
hood. I would not want to anticipate events, but any form 
of state arrangement that satisfies the population of 
Georgia and Abkhazia is at this time acceptable in prin- 
ciple. And the details could, after the guns have died down, 
be specified at the negotiating table. 


[Logachev] Does Tbilisi understand that unless the 
Abkhaz problem is resolved in the very near future, 
Georgia, as a Christian state, runs the risk of a clash with 
its Muslim Caucasus neighbors? 


[Giorgadze] I have been working in the system of the 
security authorities for 26 years now and have in this time 
been involved in such an area, atypical of us, as the study 
of public opinion. The head of the Georgian state recently 
instructed us to ascertain the extent to which the popula- 
tion of Georgia supports the steps being taken by the 
leadership of the republic. According to our figures, 
approximately 80 percent—practically the entire population 
of Georgia—advocate a peaceful settlement of the Abkhaz 
conflict, realizing that its prolongation will mean the 
failure of the statehood of the republic. 


[Logachev] How do you view the possible participation of 
a UN peacekeeping force in a solution of the Abkhaz 
conflict? 


[Giorgadze] I value the status and authority of the United 
Nations highly. But, like any representative of the special 
services, I am accustomed to relying on facts and their 
analysis. Let us take a realistic look at the results of the 
activity of UN peacekeeping forces. They are ineffective, 
as a rule. On the other hand, Georgia is a participant in the 
CIS, and a UN peacekeeping contingent would hardly 
solve the question better than the Commonwealth’s 
peacekeeping force is doing. 


[Logachev] You have mentioned Georgia’s desire to coop- 
erate with the West. How do you see relations with the 
European Union and NATO? 


[Giorgadze] Following the signing of the framework agree- 
ment with Russia, the leaders of our states declared that 
the strategic interests of Russia and Georgia coincide. 
Consequently, we cannot belong to different blocs and 
organizations. For me this is rudimentary. 


[Logachev] Many people » Russia are arguing about 
participation in the Partnership for Peace program. What 
is your thinking on this score? 


[Giorgadze] My first impression is that not everything has 
been fully thought through here. Why and to what end is it 
necessary to participate in cooperation with a prospect of 
association within the framework of NATO? I have a 
guarded attitude toward this idea, although many 
countries have latched onto it readily. 
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| Logachev] Much has been said in the Russian press about 
Georgia’s drift toward the United States. There have been 
references to American advisers here.... 


[Giorgadze] If there are, indeed, advisers, this is not a sign 
of some tilt. We have found ourselves in a difficult 
situation, and if the United States has extended the hand 
of assistance to us, this absolutely does not preclude more 
serious contacts with Russia. This also applies to cooper- 
ation along special service lines, incidentally. For some 
reason or other the press has made very one-sided men- 
tions of the presence in Georgia of CIA advisers, but has 
remained silent about our traditional relations and 
contacts with Russia. 


Georgia needs considerable assistance, in questions of 
personnel training included. A number of agreements with 
Russia along Ministry of Defense lines and between us and 
Russia’s Federal Counterintelligence Service are currently 
being made ready for signing. 


Kitovani Views Relations with Russia, 
Shevardnadze 


944K1133A Chelyabinsk CHELYABINSKIY 
RABOCHTIY in Russian 24 Mar 94 p 5 


[Interview with Former Georgian Defense Minister Tengiz 
Kitovani, by CHELYABINSKIY RABOCHTIY correspon- 
dent K. Voronin, under the rubric “Politics”: ‘““Georgia’s 


Fate Is in Russia’s Hands” ] 


[Text] It is not often that guests like this come to our city. 
Even on an unofficial visit, even a former defense minister, 
and not even of America but just of Georgia, still the figure 
of Tengiz Kitovani is significant. 


In December 1991, the former dissident seized power in 
Tbilisi, drove out Gamsakhurdia, summoned Shevard- 
nadze to Georgia, and then, due to disagreement with his 
policies, retired as minister of defense. This is basically all 
we know about Kitovani. Meanwhile, in his homeland the 
former minister is almost a national hero. The Caucasus in 
general respect men of strong character. Dzhokhar 
Dudayev, Suret Kusseynov, Tengiz Kitovani—the Chech- 
ens, Azeris, and Georgians take great pride in their heroes. 
Unlike the other two, Kitovani is not now in power; in fact, 
he is in opposition to the official regime. 


[CHELYABINSKIY RABOCHIY] Tengiz, what brings 
you to the Southern Urals? 


[Kitovani] My destiny is closely tied to this land. In my life 
as a dissident I learned the Urals well from the inside, but 
I was prevented from admiring your sights by . . . barbed 
wire. Now the goal of my visit is to learn the opinion of the 
Urals’ inhabitants—the simple people, the businessmen, 
and the politicians—about Georgia, about prospects for 
¢ ilaboration. I would like the people of the Urals to have 
their say about closer ties with my people. 


I was in Moscow for two months, meeting with deputies of 
the State Duma and members of the Russian government. 
It seems to me, though, that you have to look for the 
opinion of the real Russian people in the provinces, not in 
the capital. That is why I’m here. So much links Georgia 
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the with Urals, with Chelyabinsk. Students from Tbilisi 
used to come here to study, and they did their field work in 
your metallurgical plants. Now it is essential that we 
restore the broken ties. 


From the Biography of Tengiz Kitovani 


By profession, an artist, laureate of many prizes. During 
Khrushchev's “thaw” he got involved in political activity. 
A monarchist by conviction. After the end of the “thaw,” 
in 1969, he was sentenced. At the time, dissidents were put 
in prison on criminal articles, so Kitovani was “set up” 
with a road accident: for a harmless DTP [highway traffic 
accident] he got 15 years. That was how he ended up in the 
Urals: Katav-Ivanovsk, Zlatoust, Kasli, a “double” special 
regime prison at the ChMZ [not further identified]... . In 
Bakal the hot-headed Georgian called the camp warden a 
“red fascist,’ so another year was tacked on—for disre- 
spect for authority. After serving 13 years, Kitovani was 
freed on an amnesty. He went back to Georgia, returned to 
his profession as an artist, and once again took up politics. 


[CHELYABINSKIY RABOCHIY] What’s going on in 
Georgia right now? 


{Kitovani] Of all ihe former union republics, Georgia has 
suffered the most. Because of Zviad Gamsakhurdia’s 
nationalistic politics, we fenced ourselves off from our 
neighbors and above all—from Russia. Right now the 
instability in the country is great and economic ties have 
been broken. We are suffering badly as a result. So far, 
though, some of our politicians feel that we don’t need 
Russia, that it’s better to collaborate with Europe and 
America. It doesn’t seem that way to me. Georgia needs an 
alliance with Russia, firm ties with its regions. I have been 
saying this in the Georgian parliament for two years. At 
first they didn’t listen to me. Georgia lost the war and only 
now is coming to its senses. Georgia has joined the CIS and 
is hoping for an improvement in relations with its neighbor 
to the north. 


For us the CIS means Russia. Until our relations improve, 
my republic is going to have it bad: 99 percent of our 
population is living below the poverty line, and the ruble’s 
rate against the coupon is very high—1:125. Our entire 
hope rests on Russia. 


[CHELYABINSKIY RABOCHIY] How do you assess 
Russian policy toward Georgia? 


[Kitovani] Recently the friendship and cooperation agree- 
ment signed by the presidents of Georgia and Russia was 
received negatively by Russian politicians, especially in 
the State Duma. I understand them, though. The “She- 
vardnadze factor” plays a role here. Russians have a bad 
attitude toward him, the former Soviet minister of foreign 
affairs. I met with Zhirinovskiy in Moscow, and he told me 
that he does not want friendship with Shevardnadze’s 
Georgia because of his role in the destruction of the Soviet 
Union. Zhirinovskiy is wrong: Georgia is not 
Shevardnadze. And this is another reason for my visit to 
Chelyabinsk. I am meeting with local national patriots and 
trying to convince them of this. 
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[CHELYABINSKIY RABOCHIY] Recently the days of 
the first Georgian president, Zviad Gamsakhurdia, came 
to a tragic end. Many contradictory opinions have been 
expressed about his death. What do you think? 


[Kitovani] Gamsakhurdia was a nationalist conducting a 
nationalistic policy, and that is why he lost. I don’t believe 
that Zviad committed suicide, though. I think it was a 
murder, a purely political murder. It was disadvantageous 
to someone to see him alive. I cannot say more. Zviad was 
a dangerous enemy, he nearly came to power a second 
time, not when his brigades seized Lanchkhuti and 
prepared to storm Tbilisi, but on 3-4 October. 


If the Moscow putsch had succeeded, Gamsakhurdia 
would have been in Shevardnadze’s place right now. Don’t 
forget: he lived in Chechnya, near Dudayev, and Dudayev 
is Khasbulatov, so there is a direct link between them. Had 
a Chechen come to power in Moscow, then the Chechen 
protege, Gamsakhurdia, would have come to power in 
Tbilisi. But the putsch did not succeed, and the dangerous 
ex-president was removed. 


He could not have killed himself, I know him well. We 
studied in the same school and knew each other since we 
were children. We participated in the dissident struggle 
together. After perestroyka, having headed up the national 
liberation movement, we came to power together. Zviad 
became president, and I became commander of the 
national guard. Our paths diverged on 19 August 1991, 
however, when he supported the Communist putsch. 


From the Biography of Tengiz Kitovani 


In August 1991, Kitovani, virtually the number two man 
in the state, accused Gamsakhurdia of aiding and abetting 
the GKChP (State Committee for the State of Emergency). 
Not waiting to be arrested, he took 12,000 guardsmen loyal 
to him out of the barracks and went off into the mountains. 
In a bold move he took the “Georgian Bastille,” freed his 
comrades-in-arms from prison—Georgiy Chanturiya, 
chairman of the National Democratic Party, and Dzhaba 
loseliani, commander of the armed group Mkhaderioni 
(“Horsemen”). For five months he was a partisan in the 
forests. It was then that Tengiz Kitovani was given the 
nickname “the Georgian Che Guevara”’ in the Russian and 
world press. 


In December 1991, the opposition stormed Tbilisi, firing 
cannons on the presidential palace and seizing power. 
Georgians call that storming the best work Kitovani the 
artist ever did: the city scarcely suffered from the cannon 
fire, and only the ideally exact block was destroyed—the 
president’s. 


Gamsakhurdia fled to Chechnya, and Kitovani headed up 
the Military Council—in fact, Georgia. His monarchist 
views were not meant to be, though, and he was forced to 
turn for help to Shevardnadze, to whom all power over 
Georgia transferred soon after. 


[{CHELYABINSKIY RABOCHIY] Tengiz, why did 
you give the power you had seized up to Eduard 
Shevardnadze? 
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[Kitovani] There were 400,000 Communists in Georgia 
awaiting his arrival. We could not go against our own 
people. Especially since he enjoyed an authority and trust 
in the world, and that was very important at that moment: 
after all, we had come to power by means of an armed 
revolt, and the world did not trust us. 


Shevardnadze’s coming to power, unfortunately, made 
sense in a post-Communist state. We have other exam- 
ples—Azerbaijan, Turkmenistan, other republics. But She- 
vardnadze wanted to make great policy in a small state. 
When he was the Soviet minister of foreign affairs, Russia 
stood behind him. In little Georgia, his “great policy” 
brought the country to its knees. Shevardnadze did not 
take into account the processes going on in Georgia—that 
is, the Abkhazian and Ossetian issues. He placed the 
integrity of Georgia in jeopardy. I could not work with him 
so I left my post as defense minister. 


Still, Shevardnadze is not Zviad. Therefore, I did not go 
into the mountains, I just went into the opposition. Chan- 
turiya right now is with me, too, but loseliani supports the 
current head of the republic. Maybe Shevardnadze is a 
great politician, but Georgia has not benefited from his 
policies, I don’t think. 


[CHELYABINSKIY RABOCHIY] How do you assess the 
future of Russian-Georgian relations? 


[Kitovani] Our tsars and forefathers concluded an alliance. 
They were smarter and more far-sighted than we are. We 
must follow their example. The two Orthodox Christian 
peoples must unite. I see Georgia’s future only with Russia. 


Decree on Money, Credit Policy 


944K1117A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 2 Mar 94 p 3 


{Republic of Georgia Decree signed by Georgian Parlia- 
ment Speaker Vakhtang Goguadze: “Georgian Parliament 
Decree on the Basic Directions of the Unified Monetary- 
Credit Policy of the Republic of Georgia for the First 
Quarter of 1994”; no date] 


[Text] The Georgian Parliament decrees: 


i. That the Head of State’s Edict No 240 of 29 November 
1993, ‘On Certain Extraordinary Measures for State Mon- 
etary-Credit Regulation of the Republic of Georgia” be 
adopted as the basis of the basic directions of the unified 
monetary-credit policy of the Republic of Georgia. 


2. That the limit of emission of money in the republic’s 
territory for the first quarter of 1994 be set at 800 billion 
coupons. 


3. That the amount of centralized credit resources to 
replenish the Republic of Georgia budget deficit for the 
first quarter be set at 1.022 trillion coupons, and the 
amount for providing credit to priority sectors of the 
national economy be set at 800 billion coupons including 
400 billion coupons to accommodate spring agricultural 
work and 400 billion to implement clearing agreements 
with CIS countries. 
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That a rate of 120 percent per annum be set on emission 
loans appropriated to provide credit for priority sectors of 
the national economy. 


That loans within credit emission limits for the acquisition 
of fuel, seed, fertilizer, chemicals and spare parts to carry 
Out spring agricultural work be granted only to agricultural 
enterprises which have well-ordered accounting and 
reporting systems and good prospects for paying off loans. 


That an appropriate portion of additional profits obtained 
through the inflationary growth of prices of agricultural 
goods be channeled directly through the relevant budgets 
to pay the emission credits allotted to these latter. 


4. That the National Bank of the Republic of Georgia be 
given the right the use the emission loans currency, 
through the appropriate banks, primarily to pay numbered 
short-term loans to supplying organizations, regardless of 
the pay-off date of the loans. 


5. That account be taken of the credit resource needs of the 
republic’s national economy and that the National Bank be 
authorized to auction to state-commercial and commercial 
banks 50 percent of emission credits paid in the first 
quarter of 1994 (except for the 50 billion coupons stipu- 
lated by the Head of State’s Edict No 3, 10 January 1994). 


6. That the Republic of Georgia Cabinet of Ministers be 
directed to advise state commercial banks to use credit 
resources at their disposal primarily the meet the needs of 
the national economy’s priority sectors. 


7. That the Republic of Georgia Cabinet of Ministers, the 
National Bank, the ministries and departments take deci- 
sive steps to ensure implementation of the measures stip- 
ulated in the Head of State’s Edict No 240, 29 November 
1993, and that the National Bank report the work done 
and the results achieved to the Georgian Parliament in 
April of this year. 


8. That it be noted that the Cabinet of Ministers and 
relevant ministries and departments are doing virtually 
nothing to monitor the Cabinet of Ministers and National 
Bank joint Decree No 575, 24 July 1993, “On Declaring 
the Coupon of the National Bank of the Republic of 
Georgia the Sole Legal Medium of Payment in the Terri- 
tory of the Republic of Georgia.” 


That the Cabinet of Ministers and the relevant ministries 
and departments are to work jointly to ensure effective 
implementation of the measures stipulated in this Decree 
and institute an effective monitoring system. 


[signed] Georgian Parliament Speaker Vakhtang Goguadze 


State Tax Inspection Head on Tax Collection 
Issues 

944K1119A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 10 Mar 94 pp I, 3 


[Interview with State Tax Inspection Chief Davit Salaridze 
by Aleko Aslanishvili: “When the Treasury Is Empty. New 
Tax Legislation Goes Into Effect”: place and date not 
given] 
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[Text] The level of tax discipline in a country, attitudes 
toward taxes, and the extent to which taxes are fully 
reported and paid, constitute an indicator of that country’s 
economic stability, the strength of its government, and the 
effectiveness of its organized system and management. The 
creation of a tax service that is independent—or, rather, 
subject only to the law and free of all administrative or 
political pressure—is the aim of a package of laws which 
was recently passed by the Parliament. 


We asked State Tax Inspection Chief Davit Salaridze to tell 
our readers about new features of the tax legislation. 


Biographical sketch. He was born in Tbilisi in 1947. He 
majored in the law and at various times has worked in the 
Procuracy, the courts, and the Internal Atfairs Ministry. He 
has been chief of the State Tax Inspection since September 
1993. He is married and has one child. 


[Aslanishvili] Recently, speakers have had words of praise 
to say about the chief of the Tax Inspection. I believe this 
department is a kind of “virgin territory” for you. 


[Salaridze] Those words of praise belong to the Inspec- 
tion’s collective. I have found them to be people of 
excellent qualifications. The collective worked hard with 
the relevant Parliament commission to draw up the new 
legislation, which accounts for the first successful steps. 


Eight new laws have been passed. Until now we have not 
really had tax laws. There was an interim statute that we 
had to work with. The basic thrust of the new legislation 
calls for relatively liberal tax rates; its principle is to 
encourage entrepreneurship, boost the country’s economy, 
and put a halt to concealment of income. 


Consider the iax on profit, for example. It used to be 35 
percent; now it has been reduced by 15 points. That 20 
percent is also differentiated for industry and construc- 
tion; it calls for only 10 percent. Not only that, but a newly 
created organization is totally exempted from taxes in the 
first year, and it only pays half the rate in the next two 
years. 


Now consider value-added tax. The rate is set at 14 
percent, which is much lower than in other countries. In 
the CIS republics, for example, it is 20 percent. 


I believe these terms are quite acceptable to all. Of course, 
such low rates could result in losses to the budget for some 
time, but the state has done this deliberately. The payoff 
should come later. 


[Aslanishvili] In drafting the laws, did you draw upon the 
experience of any particular countries? 


[Salaridze] We didn’t use any single pattern. We studied 
the laws of several countries, including members of the 
CIS. In drafting the legislation we got advice from the 
International Monetary Fund, the World Bank, and other 
international organizations. 


[Aslanishvili] Taxes are one of the main sources of budget 
revenue. What will the State Inspection’s contribution be 
this year? 
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[Salaridze}] Last year the state budget’s revenue portion 
was 400 billion coupons. As far as possible, the deficit was 
covered by financial emissions, loans, and various aid 
contributions. The first quarter’s budget for this year is 
now ready. Revenues will be 1.3 trillion coupons, and 
expenditures will be 1.5 trillion. So the deficit should only 
be 200 billion coupons. There’s a big difference compared 
with last year’s—400 billion in all of last year and 1.3 
trillion in one quarter of this year. To be sure, inflation has 
to be taken into account, but the difference is still signifi- 
cant. Here the state tax agencies’ role comes into play— 
keeping track of taxpayers and taxes and other fees paid 
into the budget and taking part in forecasting the budget’s 
revenues. 


[Aslanishvili] Industry ought to be providing the biggest 
source of taxes, but our industry is in such sad shape that 
we can’t pin much hope on them. Is there any other source? 


[Salaridze] There are reserves which need to be activated. 
For example, petroleum products. Last year, commercial 
structures imported around a million tonnes of petroleum 
products into the republic. According to rough estimates, 
the state budget should have received about 500 billion 
coupons—almost enough for one full budget backup [rez- 
erv], but.... When started focusing on that sector of com- 
merce, we managed to collect 2.5 billion coupons in 
December alone. 


We are supporting entrepreneurship and business in every 
way; we know that Georgia’s salvation depends on busi- 
ness, which creates wealth for our budget and the nation. 
Everyone must realize that there will no longer be state 
stocks of gasoline and other products. The more gasoline 
the commercial structures bring in, the cheaper it will 
become. But the importer also has to know that he has to 
pay stipulated amounts to the budget. This is the rule of 
civilized relations with the state. 


Another example: There are about 3,000 sales booths 
registered in Tbilisi, but last year we only got 100 million 
coupons from them in taxes. Consider also the currency 
exchange offices. According to statistics of the National 
Bank, as of 28 December 1993, 745 such offices were 
registered in the Tbilisi area, and 385 of them were on the 
tax books. But only seven exchange offices paid money to 
the budget in the form of taxes—2.3 million coupons. And 
that’s all. The others paid nothing. Yet every exchange 
office is supposed to pay 100 dollars per month. 


Travel firms are also supposed to bring in hard currency; 
after all, they actually provide services for foreign cur- 
rency. There are about 200 travel agencies in Tbilisi, yet 
only seven of them have licenses. We warn them that all of 
the income that is earned without a license—that is, 
unlawfully—will be confiscated (this also applies to the 
currency exchange offices)! 


[Aslanishvili] The city is flooded with “improvised mar- 
kets’ —that 1s, all kinds of buying and selling at subway 
stations and in other public places. Is anybody inquiring as 
to what is being sold? Besides the fact that the city’s unique 
character is ruined and everything looks like one big 
bazaar, is the state getting anything out of this? 
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[Salaridzc| Those citizens engaged in commercial activity 
are in fact operating without registration and, of course, 
the budget gets practically nothing from them. For 
example, every day there are about 5,000 citizens selling 
things at the Isanskiy Rayon swapmeet, and every day they 
pay the fair organizers 20,000 coupons. About 60 persons 
who have set up booths on the swapmeet grounds have 
been assessed income taxes. This problem is the result of 
the government’s 4 May 1993 Decree “On Freedom of 
Trade,” Article 7 of which exempts citizens from taxes on 
earnings from an unorganized, one-time retail trade deal. 
But the decree does not explain just what is to be consid- 
ered ‘“‘an unorganized retail trade deal.’’ Hence, it is almost 
impossible to determine whether a man is doing regular 
business or just engaged in a “one-time retail trade deal.” 
It is just as impossible to determine his earnings. In order 
to get all these “free businessmen” on the books and 
enhance budget revenues we think it would be useful for 
the Cabinet of Ministers to repeal Article 7 of the 4 May 
1993 Decree and institute a trade tax for merchants at 
markets and swapmeets instead of an income tax, to be 
paid together with the fee for their place of business. In 
addition, we need to prohibit citizens from doing business 
outside of kolkhoz markets, swapmeets, and special places 
designated for the purpose. 


There are other reserves as well. 


As you know, due to developing entrepreneurship, coupon 
inflation, and other circumstances, residential buildings 
and other structures have become very costly. Most of the 
buying and selling is with Russian rubles and American 
dollars, but when agreements are notarized the amounts of 
the deals are mostly given in coupons, and usually at a 
lower price. Here are some examples: According to the 
records of Notary Office No. 5, in December of last year on 
Vazha-Pshavela Avenue a four-room apartment (47 square 
meters) was sold for eight million coupons. On Paliashvili 
Street a one-room apartment sold for four million cou- 
pons. According to Notary Office No. | a two-room 
apartment on Vazi a-Pshavela Street (31 square meters) 
went for five million coupons; in Gldanskiy Rayon a 
three-room apartment (45 square meters) went for three 
million coupons, and on Moscow Avenue a one-room 
apartment went for 500,000 coupons. These “cheap” deals 
are costing the budget considerable amounts of money, 
because the state fee is supposed to be 10 percent of the 
amount stipulated in the agreement. We believe it would 
be useful for the relevi nt agencies to determine actual 
prices and work out coefficients on the basis of character- 
istics of cities, rayons, and individual neighborhoods, so 
that when verifying deals, in order to calculate the state fee 
correctly, notary offices can raise the book assessment of 
these structures. 


There have been many cases where entrepreneurs export 
large amounts of goods out of the republic but do not 
properly report their income and thereby avoid paying the 
budget what they owe. In June of 1993 alone 5.1 million 
dollars’ worth of goods were passed through Poti Customs 
for export (including around |! tonnes of metal worth two 
million dollars). For example, a check of one firm, 
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Merkuri, revealed that organizations engaged in foreign 
economic business are grossly violating tax discipline; 
Merkuri was assessed an additional 37,200 dollars and five 
million coupons to the state budget. This is just one 
example, the result of inspecting just one organization! 


We have collaborated with the Justice Ministry to work 
out a new draft article for the Criminal Code providing for 
liability for concealing income. It calls for five years’ 
imprisonment if the concealed income exceeds ten times 
the minimum wage. Severe financial penalties are also 
provided for. 


[Aslanishvili] Businessmen complain that all kinds of 
inspeciors and controllers are harassing them, that they are 
audited time after time, they get it both from the Tax 
Inspection and from the Chamber of Control.... 


[Salaridze] Their complaint is not entirely groundless. We 
are now talking with the officials of the Chamber of 
Control in order to coordinate inspections. We have no 
quarrels with one another. Our functions are completely 
separate. The Chamber of Control is the supreme control 
body, and monitoring of the budget is also in its hands. it 
can check up on us as well, see how we are doing, whether 
we are treating taxpayers right, but taxes and taxpayers are 
the Inspection’s prerogative, in that sphere it is the chief 
and only one. The businessman will soon sense the coor- 
dinated actions of these two organizations and can breathe 
easier. As for other authorities, when the legislation settles 
this matter the businessman won't have to deal with 
anybody else. 


[Aslanishvili] There has been a lot of talk about forming a 
Tax Police. What was the final decision? 


[Salaridze] The Parliament did approve the idea of cre- 
ating an enforcement structure under the Tax Inspection, 
but it will be the Inspection’s Detection Administration 
rather than a police force. We deliberately avoided having 
a police agency; there are already enough police agencies 
and the public is confused. The Criminal Trial Code will 
empower the agency to combat concealed income. 


[Aslanishvili] Won't it be something like the notorious 
OBKhSS [Department To Combat the Theft of Socialist 
Property]? 


[Salaridze] Not at all. As I mentioned, our purpose will be 
to combat concealed income and to merge control, 
auditing, and enforcement forms, for the use of up-to-date 
information; this will require the appropriate auditing and 
accounting inspections. It will all be combined under one 
roof. Under conditions where the tax inspector also has the 
professional rights of detection personnel, you have to 
agree, the results will not be slow in coming, and our efforts 
against concealed income will be much more effective. 


By the way, Tax Inspections having their own tax police is 
not anything new. Services like that have been in existence 
a long time in many countries of the West, and Russia has 
a 20,000-man service of that sort right now. 


As for the Internal Affairs Ministry’s Administration To 
Fight Economic Crime—known as the OBKhSS—I think 
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that this service has a much more important task to 
perform, and it would be wrong to trivialize those tasks. 
But when it comes to taxes, it is necessary to think about 
an effective separation of the functions in order to make 
taxpayers once and for all understand both their rights and 
their duties with respect to the state and the budget. 


[Aslanishvili] What structural changes have taken place in 
your department in accordance with the new legislation? 


[Salaridze] New structural mechanisms have been estab- 
lished in Tbilisi—financial-auditing apparatuses/ 
equipment. Record-keeping is being handled in a new way. 
We must say frankly that our record-keeping system is still 
in the Stone Age. We need to install a computer system, 
starting with personal computers. Most important, record- 
keeping needs to be improved not only in our department 
but with taxpayers as well. Without cash registers they will 
simply no longer be able to operate. There is already a draft 
Cabinet of Ministers decree by which universal conversion 
to cash registers must take place. We will do the 
monitoring. 


[Aslanishvili] But do you physically have that many cash 
registers? 


[Salaridze] On that matter the Trade Ministry has a 
relevant proposal. Taxpayers wi!! have to buy them. If they 
don’t, they won’t be permitted to do business. 


A draft has been prepared for a Head of State edict on 
measures to improve our service’s functions. 


[Aslanishvili] Batono Davit, there are three kinds of cur- 
rency circulating in our republic now—the coupon, the 
Russian ruble, and the U.S. dollar. This is probably 
causing you some trouble. Do you think that if we jo'n the 
ruble zone it will rectify the situation? 


[Salaridze] One thing is certain: we must do everything to 
preserve the national currency. What has wrecked the 
coupon is that anyone can deal how he pleases. As far as 
the ruble zone is concerned, it depends on what terms they 
offer us. One way or another, however, we 1nust have our 
own curre'icy; once the state has the ability to convert the 
coupon, it will become strong. 


[Aslanishvili] Will the state have that capability in the near 
future? Right now we are living on foreign credits. 


[Salaridze] That’s right, we’re living on foreign credits 
(many people don’t even know that these credits were 
obtained thanks to the Head of State’s personal authority), 
but it’s a disgrace—no, it’s a disaster—when all kinds of 
people line their pockets with these hard-won credits and 
don’t even settle up with the budget for the earnings they 
make with these credits. We are checking into things and 
will soon bring them to light. 


[Aslanishvili] Which brings me to the next question, one 
that has been bothering the public for some time. I’m 
referring to the notorious billions in credits so generously 
issued by the National Bank.... 


[Salaridze] There probably are criminal elements in this, 
but the ones least to blame are those who took out the 
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loans. In all the hullabaloo people forget that if an organi- 
zation receives credit and pays off the obligation to the 
State, it is in the right. 


[Aslanishvili] But isn’t it a betrayal of the national interest 
to grant billions in credits at a rate of 40 percent? 


[Salaridze] Why call the businessman to account for this? 
We should call the National Bank to account. The bank 
was supposed to take account of inflation rates, so don’t 
blame the businessman! If they get us involved in checking 
this out, we will only be concerned about their compliance 
with their obligations to the budget. But in this sensational 
affair, it seems to me, everyone is doing his job but the 
state is not getting what it has coming to it, therefore, I 
repeat, our service needs to get involved. 


[Aslanishvili] A lot of organizations and companies are 
requesting to be exempted from taxes and are putting forth 
substantive arguments. What measures are you taking? 


[Salaridze] According to the new legislation, only Parlia- 
ment has the right to grant exemption. This is correct. Not 
just anybody can get involved in exemption from taxes. 
Taxpayers must understand that it is no use going from 
office to office; they can only appeal to the Parliament. 
And I hope Parliament will stand firm. 


In short, our empty state treasury needs to be filled. The 
tax service is going to do everything it can, as we will show 
by our actions. 


Minister Silagadze Views Privatization Problems 


944K1120A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 10 Mar 94 p 2 


[Interview with State Property Minister Avtandil Sila- 
gadze by Otar Khutsishvili: “Where Did the Promised 
Vouchers Disappear To?’’; date and place not given] 


[Text] The things people say trying to explain the country’s 
troubles and ruination! Some blame it on former commu- 
nists who have come to power: “Their attempts to build 
communism didn’t work, now they've jumped on the market 
economy bandwagon, but they’ve come up empty there also.” 
Others blame the national movements, the leaders of all 
those political parties: “These sloganeers and populists 
don’t know anything and never will.” Still others blame 
everything on the government: “If so-and-so had instituted 
reforms and carried out privatization soon enough we 
wouldn't be in this fix today.” I was interested in this latter 
and decided to meet with the republic’s State Property 
Minister Avtandil Silagadze. Our conversation started with 
an unconventional question. 


{[Khutsishvili] Batono Avtandil, is the bickering with your 
opponents getting you down? 


[Silagadze] I have to admit it sometimes does. Not because 
we have many shortcomings in our work and can’t give an 
answer (I never try to conceal anything) but rather because 
our opponents mostly argue with me from populist senti- 
ments and incom petence—they are so incompetent that 
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sometimes it’s ridiculous. For example, consider the sen- 
sational “incident” in which one fair-sized store on 
Rustaveli Avenue was sold for 17 dollars. 


[Khutsishvili] What really happened? 


[Silagadze] What happened was that last year the Tbilisi 
Main Administration of State Property privatized three 
establishments on Rustaveli Avenue in compliance with all 
laws and procedures. 


One of them was the Mukhura Wine Store (78 square 
meters) which a labor collective bought for one billion 
coupons (worth 17,429 dollars at the rate then). Another 
was Footwear Reception Outlet No | (six square meters), 
which was bought for 688 dollars at the current rate then, 
on a competitive basis, by the Mothers’ and Children’s 
Association. The third establishment was Footwear Recep- 
tion Outlet No 11 (16 square meters) which was bought for 
6,874 dollars by a labor collective. The collective couldn’t 
pay that amount by the deadline and the results of the 
auction were annulled. Incidentally, it wasn’t the space of 
these establishments that was privatized but rather the 
leasing rights and the assets in the stores, and for a period 
of 10 years. 


[Khutsishvili] I’m glad the “1 7-dollar deal” turned out to 
be just a rumor, but there have been cases where certain 
‘influential’ persons have acquired the people’s property 
for peanuts. Last year in Rustavi, for example, |.2 million 
coupons was enough to buy the Construction Mechaniza- 
tion Administration and its machinery and equipment. 
Now that amount wouldn’t buy you one used tire, let alone 
the machinery. 


[Silagadze] A number of things need to be clarified 
regarding that case. First of all, that establishment was 
not sold on the basis of our privatization law but in 
accordance with former all-union laws. Therefore, even 
if our country hadn’t had the law on privatization of 
state enterprises, that establishment would still have 
been privatized. Second, the leasing agreement stipu- 
lated from the beginning the establishment’s purchase 
price of 1.2 million rubles (compare how many tires 
could have been bought at that price then), which was set 
by the book value of fixed assets at that time. Third, the 
payment of the amount started with rubles and ended 
before 3 August 1993—the period in which the ratio of 
the ruble to the coupon was 1:1. 


Let me add that the Ministry has not yet made a final 
decision as to the privatization of that establishment. In 
general we have come up against big difficulties in 
appraising establishments to be privatized. At the present 
rate of hyperinflation, it would probably be better to assess 
establishments first on the basis of some hard currency, for 
example U.S. dollars, and then sell them for coupons at the 
appropriate rate of exchange. 


{Khutsishvili] But what about so-called “covert privatiza- 
tion”? People have the notion that all the industrial 
enterprises, construction establishments, and retail trade 
and service outlets in the republic are privately owned. If 
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that is so, why do you need a government-approved list of 
establishments to be privatized? 


[Silagadze] Unfortunately, that notion is not groundless. 
There are, in fact, persons who have taken possession of 
some establishment or other and acquired state property 
unlawfully. That, however, is not privatization; it is a 
crime, and anyone who commits it must be punished to the 
full extent of the law. We have studied the problem and 
turned the materials over to the Procuracy to deal with. We 
are going to step up our efforts along these lines. 


[Khutsishvili] People say all the tea factories and wineries 
have been sold off. 


[Silagadze] We in the Ministry have only registered the 
privatization of the Khoni Tea Factory, which was sold on 
a competitive basis. If any self-styled owners turn up for 
the others, they will answer to the law. I can say the same 
thing about the wineries, except for three or four which 
were leased in previous years with the right of purchase. 


{[Khutsishvili] What about the hotels of Tbilisi? 


[Silagadze] The same as with the tea factories. Only one of 
them—the Achara [Ajaria] Hotel—was founded as a joint 
stock company, and if other people imitate that there’s 
nothing wrong with it. In fact, we welcome it. In all the 
civilized countries, hotels are privately owned. 


[Khutsishvili] Batono Avtandil, let me turn once again to 
the government-approved list of establishments to be 
privatized. According to it, 4,950 establishments were 
supposed to be privatized last year, but the actual number 
did not exceed 902 (18.1 percent). What happened? 


[Silagadze] A lot of factors: the prolonged war in Abkhazia, 
internal disarray, the terrible crime situation, the lack of a 
legislative base, and, of course, our inexperience. All of 
these had an impact on privatization, which basically only 
affected retail and consumer outlets. In the first stage, of 
course, that was the orientation. 


[Khutsishvili} You have mentioned objective obstacles to 
privatization. Have any subjective factors been at work as 
well? 


[Silagadze] Of course there have. One major factor is a 
mistrust of privatization (because it’s such a new thing). 
This may be perfectly natural: establishments are being 
removed from higher-level jurisdiction and beginning a 
new, independent life, and this certainly has to influence 
the activities of state structures, their functions and rights 
and duties. 


[Khutsishvili] At first many people thought that privatiza- 
tion in Georgia ought to take place lightning-fast, by the 
“shock therapy” method. But it didn’t work. Why? 


[Silagadze] It didn’t work out because it did not fit our 
conditions. “Shock therapy” couldn’t have worked for us 
because the privatization law did not call for selling 
property directly to labor collectives and other legal and 
physical persons. That’s why the State Privatization Pro- 
gram, which encompassed the second half of 1992 and the 
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first half of 1993, was not carried out. The timeframe has 
been extended to the end of 1994. 


[Khutsishvili] The timeframe could be extended indefi- 
nitely. Do you really think that privatization ought not to 
be speeded up? 


[Silagadze] No, I’m in favor of speeding it up, but it has to 
be done rationally, taking account of the republic’s spe- 
cifics. It is especially essential to do this because all foreign 
investors who want to invest capital with us prefer to work 
with privatized rather than with state enterprises. And 
there’s another factor: the assets of state establishments are 
being looted and plundered savagely these days. Once they 
are privately owned, this process will stop. 


[Khutsishvili] And despite the fact that enterprises are 
being looted, one might say that the privatization of the 
republic’s industry has hardly started at all. Everybody is 
aware, in fact, that if private entrepreneurs don’t show up 
and get interested, we cannot create the market economy 
that we are pinning our hopes on. 


[Silagadze] I agree. If we want our economy to grow strong, 
privatization really will have to be speeded up in industry, 
although it is also a fact that most of the joint stock 
companies these days (19 out of 35 in the republic) were 
established in the Ministry of Industry (versus five in the 
Agriculture and Food Industry Ministry, three in the 
Ministry of Architecture and Construction, one in the 
Ministry of Trade and Material Resources, two in the 
Department of Transportation, and so forth). This is the 
ministry that has the best privatization program. If it is 
implemented, our industry will soon advance to the front. 


[Khutsishvili] Exactly how many joint stock companies 
will be established in the Ministry of Industry system? 


[Silagadze] Around two hundred. 


[Khutsishvili] Does that mean you think it is possible to 
plan the number in advance? 


[Silagadze] I believe it is justified to the extent that it 
enables the state to carry out its policy in the privatization 
sphere. That is why it has adopted the criterion of the book 
value of the enterprises’ fixed assets as of | January 1993. 
If that value exceeds 30 million rubles, the enterprise will 
have to be made into a joint stock company. This only 
applies to enterprises whose privatization is permitted by 
the state privatization program. 


[Khutsishvili] But why have we taken this figure as the unit 
of measurement? 


[Silagadze] Because many people have shunned conversion 
to joint stock companies. If it hadn’t been established, a 
small segment of the public would have very easily taken 
possession of all the assets, while the majority would 
remain empty-handed. 


[Khutsishvili] That’s understandable, but what are we to 
do with enterprises that are valued at less than that? 


[Silagadze] They are to be privatized basically by auction 
and on a competitive basis. But even in the case of a 
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competitive sale, the state can play something of a regu- 
lating role on the establishment. How? The establishment 
is obliged to fill state orders, maintain its profile, its 
workplaces and so on. 


[Khutsishvili] It’s good when the state plays a regulating 
role in privatization processes. But it also has its negative 
side. Because the state retains 51 percent of the 
stock package, many enterprises are refraining from 
privatization. 


[Silagadze] This motive does exist, but let’s also keep in 
mind that it enables the state to manage the country’s 
economy. In this case, the state retains 51 percent of the 
stock package, one portion of which is turned over to the 
labor collective free of charge, a minimum of 35 percent is 
sold for privatization cards, and the rest is sold for money 
(including to foreign investors). As I have said, this is 
essential to manage the process, but I don’t think the state 
needs to retain a stock package in so many enterprises 
(there are about 400 such enterprises on the list). The list 
ought to be shortened considerably. This kind of privati- 
zation should take place basically in enterprises in which 
Strategic goods are produced. 


Let me add that if the state wants to maintain its position 
in an enterprise it can sell a package of stocks on a 
competitive basis, the terms of which will be binding on 
the owner, and we will have to have the future owner 
submit future business plans. | am certain that the best 
program will be submitted by the enterprise’s workers and 
that they will win the competition. 


[Khutsishvili] Another question: we promised the public 
we would distribute vouchers to them back in January of 
last year. But then in September.... Where did the prom- 
ised vouchers disappear to? 


[Silagadze] I’m sorry I can’t give a positive answer yet. 
Almost everything is in readiness to print the vouchers (the 
design was made some while ago), but we haven’t been able 
to come to financial terms with the company in France 
that is supposed to make the privatization cards for us. In 
other respects, the work is proceeding rapidly, lists of 
residents are being drawn up, and if the finance problem is 
settled we will have the vouchers in hand in two months. 


[Khutsishvili] If privatization is speeded up but we don’t 
have the vouchers, what will be left to give for them? 


[Silagadze] That just won’t happen. A minimum of 35 
percent of the shares of all joint stock companies are to be 
sold for vouchers alone. And so, the public is not going to 
be hurt; the portion of assets allocated to vouchers will 
never be sold. As far as the face value of the voucher is 
concerned, that will be announced prior to distribution. 
[end of Q and A] 


This, then, is the minister’s, and the Ministry's, position 
with regard to privatization, the problems which need to be 
solved promptly in order to implement reforms and revive 
the country’s economy. But what can the Ministry alone do 
in this big effort if the government doesn’t get busy; and the 
government (both the former and the present government)— 
let’s be frank—hasn’t accomplished much reform. Quite 
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apart from real accomplishments, the government doesn't 
even have a specific program to bring the country out of the 
crisis. There is plenty of debate, plenty of discussion of these 
issues; but nothing is getting done. 


Reforms aside, February is over and the amounts of goods 
that were supposed to have been issued to the stores in 
January are not there yet. Our only consolation is bread, but 
because we are not complying with retail bread quota terms 
(it is not being delivered to the stores according to stipulated 
schedules and amounts), it is being sold without ration 
coupons, there are long lines again, and all the while there 
are daily food commission meetings being held in the 
Cabinet of Ministers, and the public has had it up to here 
with their promises.... No country on earth can eat promises! 


Lordkipanidze Ponders Reform Issues, Goals 


944K1121A Tbilisi SAKARTVELOS RESPUBLIKA 
in Russian 11 Mar 94 pp 1-2 


[SAKARTVELOS RESPUBLIKA interview with Vazha 
Lordkipanidze, head of the Apparatus of the Georgian 
Head of State: “Reforms Need To Be Carried Out More 
Radically”: place and date not given] 


[Text] 


[Correspondent] Recently, certain political circles have 
been blaming particular problems on the fact that the Head 
of State does not have a team to help him carry out his 
course of action. What do you think about that, and can we 
say that the Head of State's Apparatus does constitute a 
team? 


{Lordkipanidze] At first we didn’t even know the concept 
of team and we paid no attention to that factor. Now we 
are swinging to the other extreme and link the solution to 
any more or less important problem to the existence of a 
team. First we ought to figure out what we mean by 
“team.” If we think of it as a group of persons who work 
for just one man and have assigned functions—someone 
creates the image, someone does the biography, someone 
writes up the conception, and so on—Shevardnadze 
couldn’t even have such a team, for it would take consid- 
erable time, traditions, and the right circumstances. If, 
however, we mean the people who think like Shevardnadze 
and are his comrades-in-arms, whom he asks for advice 
and uses it to make decisions, and through whom he tries 
to implement those decisions, then he has always had that 
team and it is numerically strong right now. 


In my opinion, this fuss over whether Shevardnadze does 
or does not have a team comes from two causes: the first is 
the extreme that I already mentioned, the second is a more 
serious one. The fuss is a deliberate one, because if 
Shevardnadze does not have people who think like him, 
with whom he can assess the situation, if he doesn’t have a 
laboratory where he can think through progranis, strate- 
gies, and tools of implementation, in that case, of course, 
the Head of State will look powerless, there will be no 
government or even a State. Certainly the staffers of the 
Apparatus, along with other political and state figures, 
scientists, and specialists who surround the Head of State, 
do make up his team. The Head of State’s Apparatus is a 
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part of his team. One of the main principles governing the 
structure of the Apparatus derived exactly from that. 
When creating the Apparatus on the basis of the law passed 
by the Parliament we studied practically every country’s 
experience and created the structure of the Apparatus on 
that basis. When we put it together we received advice 
from German and American colleagues and experts from 
the Euro-Association. They are still working in the Appa- 
ratus and helping us. Just as there is nothing exactly like 
the institution of the Head of State, the Apparatus as well 
is a vehicle of new content. It is a structure that serves 
analytical rather than executive functions. Its duties are 
defined such that there is no way it can take over the 
functions of the Cabinet of Ministers, much less the 
Parliament. It cannot be compared to any old structure of 
centralized administration; in the context of the necessity 
of carrying out a rigorous policy of decentralization, such 
centralization would be wholly unacceptable. The Appara- 
tus’s job is to help the Head of State work out his position 
with respect to the development of various spheres, sec- 
tors, and processes. This also entails the formulation of 
long-term conceptions and program documents, also local 
issues. However, our activity is in no way linked to the 
executive branch. I can state confidently that there has 
never been a single instance of interference in the old or 
the new Cabinet of Ministers or any ministry or their 
funciions. We have never had a single quarrel with the 
executive branch, let alone a conflict. This is natural. Our 
jurisdictions don’t intersect, nor could they. The guaran- 
tees of this are built into the structure of the Apparatus’s 
task. No attempt by any private person can violate that. 


[Correspondent] Does the Apparatus take part in cadre 
selection and appointments? For example, ministers and 
their deputies, factory directors, and so on? 


{[Lordkipanidze] The Apparatus only takes part in the 
selection and appointment of leadership cadres for bodies 
of local administration. The Parliament granted this right 
to the Head of State. In the Apparatus, essentially a 
specially created service performs this functic . The final 
decision is made by the Head of State after consulting with 
leaders of the Cabinet of Ministers and taking account of 
recommendations by parliamentary commissions and fac- 
tions. As for the selection of ministry leadership and other 
cadres, the Apparatus is not involved; that is not its 
function. 


[Correspondent] By what principle do you choose mem- 
bers of the Apparatus? 


[Lordkipanidze] We have posts of adviser, state adviser, 
and consultant; this in itsclf defines the criterion—high 
professionalism and high moral qualities. You often hear, 
to be sure, that the Apparatus is bloated, but compared to 
similar institutions in other countries the number of our 
staffers is modest; it is only a third as large as even the 
smallest apparatuses of heads of state anywhere in the 
world. We include academicians, professors and holders of 
the doctorate, candidates of science, and representatives of 
16 parties and movements. 








Any work with us goes essentially by the principle of 
agreement; on the one hand this enables us to avoid 
creating an entrenched bureaucracy, and on the other hand 
it enlarges the circle of membership. We work with all the 
scientific research institutions of the Academy of Sciences, 
the Tbilisi State University and its departments, almost all 
the sociological survey centers in Tbilisi, and representa- 
tives of both the traditional and modern schools of 
psychology. 


[Correspondent] And does all this material come to the 
attention of the Head of State? 


[Lordkipanidze] Shevardnadze’s energetic industriousness 
is well known. This means that he himself works with all 
the services in the Apparatus. There are no hierarchical 
levels in business dealings with him. He is in direct contact 
with practically all the Apparatus’s top officials, meeting 
with them regularly and listening to them. He has the same 
direct contacts with ministry and department officials, 
mayors, and local administrators. These contacts are basi- 
cally made outside the Apparatus. You can argue with the 
Head of State and express your opinion. That is the main 
criterion of his demands—rigorous thinking, innovation, 
the creative and systematic approach to problems. He is a 
very good and courteous listener. He listens carefully to his 
advisers and correlates their opinions, but he always makes 
the decision himself. There is nobody who can force a 
decision on Shevardnadze. | don’t mean cases where 
someone has confronted the Head of State with a short- 
sighted and thoughtless action and created serious prob- 
lems for the country. Nor am I referring to compromise 
decisions dictated by some untenable predicament. 


I flatly disagree with the notion that the Head of State 
places the Apparatus before Parliament. The Head of 
State, like every Apparatus staffer, understands the Parlia- 
ment’s crucial importance very well in its capacity as one 
of the chief and essential institutions and guarantors of 
independent statehood and democracy. 


[Correspondent] We often hear charges that Shevardnadze 
has not figured out what kind of Georgia he is building. 
There are some who accuse him of trying to return to 
socialism, while others accuse him of wanting to build a 
Chinese-style socialism. What does Shevardnadze really 
want? 


{Lorakipanidze] I don’t agree with the notion that She- 
vardnadze has not worked out a program; he has, and he 
has announced it publicly many times. 


Some people also accuse Shevardnadze of not even having 
a conception or orientation of a foreign policy. This charge 
is convincingly refuted by the Head of State’s calculated 
system of official visits abroad in the past year. The past 
year and a half has been an active period of foreign policy 
formulation for Georgia. I believe this process is certainly 
continuing today, and I’m certain that the results of his 
official visit to the U.S. will constitute clear proof of that. 


Is it mere chance that Georgia is the chair country of the 
Black Sea Basin Countries Commonwealth, entailing new 
forms of integration of relations? That Georgia is a 
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member of the Euro-Association and Euroconference? 
That we have representation in NATO? Isn’t our orienta- 
tion reflected in the formula ‘ta commonwealth of com- 
monwealths,” which Shevardnadze suggested some time 
ago and which the world community has already accepted 
and confirmed? Surely that was not said just for the sake of 
the phrase; rather, it embodies processes that are favorable 
to us, very specific and promising. In my opinion, that 
represents a global orientation. 


Hence, on the one hand we are pursuing a Westward 
orientation, and I personally am in favor of that. On the 
other hand, certain vehicles of that orientation pay no 
attention to the opinion of the West and its political 
leaders specifically regarding Georgia, our state and our 
Head of State. The West has never had any doubt about 
Shevardnadze’s policy course and its orientation. How 
could anyone assume that the West, the U.S., doesn’t know 
where Georgia is heading and what its orientation is and 
still offer support and trust to Shevardnadze? 


The charge of trying to turn back the clock is absurd, 
because the very process of turning back is absurd and 
inconceivable. It is impossible to stop historical develop- 
ment, progress, and civilization, to turn back the clock. 


It is entirely natural and logical, then, that Shevardnadze 
cannot be nostalgic for the past, unlike certain opposition 
politicians who define the present by a Georgia of the late 
Middle Ages and are more inclined to embrace the con- 
cepts and orientations of that period than of a Georgia of 
the 21st century. 


[Correspondent] Nevertheless, reforms in Georgia are 
going very slowly to say the least. Not only that but there 
are increasingly louder calls for restoring the old structures 
before creating new ones.... 


[Lordkipanidze] It may be true that we were in fact too 
hasty to dismantle certain structures, but there is no way 
we are going to correct that mistake with a bigger mistake. 
There is absolutely no way we can begin to restore the old 
structures and then transform them later, because that will 
cause even more destruction. 


Il am in favor of carrying out reforms much more radically. 
I believe that the only realistic way out of our grave 
social-economic situation is to carry oul radical economic 
reforms and establish market relations everywhere and in 
everything. But this will take a new system of thinking; 
everyone will have to understand the need for private 
property, development of the private sector, entrepreneur- 
ship and business. We have the chance to become a state 
having an independent economic system, and we must not 
pass up that chance. We already let it slip through our 
fingers. We must never repeat that mistake. Unfortunately, 
Georgia is not well endowed with highly qualified cadres of 
economists, so at the initial stage we will have to have help 
and advice from foreign specialists. The paradox of it is 
that the West is actively trying to help us in this, yet we 
keep on duing things our own way. No systematic work is 
being done in this regard. 
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[Correspondent] In my opinion, those who oppose the 
formation of a market economy aren't willing to make 
concessions. When some minister or big enterprise execu- 
tive gives a speech you get the impression that either he has 
no conception of market relations or he is deliberately 
playing the fool. 


[Lordkipanidze] Indeed, often they have only a hazy idea 
of the new relations. Let’s keep in mind that we used to 
study economics in the Course of Political Economy. Some 
people really are fooling themselves, because market rela- 
tions are in conflict with their personal interests. We also 
need to keep in mind that corruption still flourishes. 


Of course, the principles of the market economy will 
diminish the rights of the ministries. When market rela- 
tions are in place, the ministries will no longer have the 
economic functions they did in the era of the centralized, 
planned economy. In my opinion, the ministries should 
retain the function of policy and strategy formulation and, 
for example, the implementation and monitoring of two or 
three federal programs. Moreover, the process of decen- 
tralization and destatization must not be done at one 
stroke but in well-thought-out phases. In the initial stage 
we need to formulate new, mutually beneficial relations 
and principles governing the ministry and its subordinate 
links. This could be done by agreement or some other 
specific form. 


[Correspondent] That makes all the more surprising the 
recently launched campaign against private structures.... 


[Lordkipanidze] A lot of honest men have gone into 
business these days, because they want to realize their 
potential, and business gives them plenty of opportunities. 
The only thing that can regulate the private sector, again, is 
economic levers. Of course we cannot permit the looting of 
the state, but we must be very careful not to smother 
business just as it is getting on its feet. Unfortunately, we 
see the danger of this everywhere. 


Unfortunately, we often make big mistakes which we then 
blame on other people’s maliciousness. Instead of going 
through specific, phased periods, we dismantled every- 
thing that was old but failed to create anything new. In the 
late 1980s we faced specific economic problems which 
would have been much easier to find realistic and prom- 
ising solutions to then, through joint efforts, than today. 
Instead of acting wisely, we are at each other’s throats. All 
we do is yell, We'll tighten our belts and make it through... 
Now that we have a ruined economy on our hands, we will 
have to start from scratch to find solutions, ways to restore 
the economy, essential and beneficial economic ties. It is 
probably due to excessive politicization that we have not 
yet appreciated Russia’s economic market and its truly 
rich potential. At a time when the whole world was rushing 
to get in on Russia’s market, we who were already there— 
at a time when we had more opportunities than ever before 
to take advantage of that market—we were in the process 
of abandoning it, and consciously or unconsciously we 
rejected everything—including things that objectively 
belonged to us. I think we didn’t know then and possibly 
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we haven't realized even today, that a totally new social- 
economic entity has taken shape in Russia itself: capi- 
talism is developing vigorously in Russia. This opens 
prospects for completely new, mutually beneficial eco- 
nomic relations on a non-imperial basis. If we had realized 
this in time we wouldn’t be in this predicament today. 


How would this benefit us today? Well, Russia and 
Georgia would be dotted with joint enterprises founded on 
mutually beneficial terms. Economic partnership would 
not be linked solely to political and state relations between 
us, and changing them would no longer depend on the will 
and desires of just a few political forces. Production would 
be revived. Goods would be produced, a sure guarantee 
against inflation. We would also gain much in political 
terms: a very strong and influential segment of people in 
Russia, the segment basically in charge, businessmen, 
would be interested in Georgia and good relations with it. 
They would oppose, for example, the reactionary mafia 
that defeated us in Abkhazia. 


Our relations with the West would also be different. In 
1990, I used to receive five or six solid foreign busi- 
nessmen every day in the Council of Ministers; they were 
interested in economic cooperation with Georgia on new 
principles. Naturally, they also wanted to use Georgia to 
enter the Russian market, but if we had taken advantage, 
Georgia would have all kinds of operating Western- 
Georgian joint enterprises right now, and we would be 
linked to the West with economic threads. Then there 
would be many more people in the West who cared about 
Georgia and its fate, and Western aid and support would 
go beyond mere moral support. We suffered very badly 
from the absence of such support during the tragic days of 
Sukhumi. And if we are to be objective, the W°st’s moral 
support was due to the reputation and world authority of 
just one man—our Head of State. 


I am certain, though, that the most effective way to settle 
any regional conflict is to pursue a course of radical 
economic reform. I have no doubt that in the future, it is 
the activation of economic mechanisms that will prove to 
be the most effective and realistic way to finally settle the 
regional conflicts with Abkhazia and Tskhinvali. 


Chanturia Details Views on Economic, Social 
Issues 


944K1118A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 3 Mar p 5 


{Article by National-Democratic Chairman Giorgi Chan- 
turia under rubric “Point of View: The Way | See It. 
Discussion: How Can We Help Georgia?”’: “Argumenium 
ad Rem"’} 


[Text] This item derives from part two of National- 
Democratic Party Chairman Giorgi Chanturia’s final 
speech at the National-Democratic Party's open conference 
in Tbilisi on 19 February 1994. 


In brief, then, we can formulate what we have to do this way: 
begin to build statehood, convert to the market economy, 
establish law and order, create an army, restore Georgia's 
territorial integrity, stabilize the economy, convert to a 
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national currency by strengthening the coupon, and estab- 
lish a strong government. (This latter ranks first in impor- 
tance, because without a strong government any restora- 
tion of statehood is out of the question). It is very difficult 
to accomplish these tasks, especially given our objective 
problems, but we declare in all seriousness that it is 
possible, and if we want to exist we have to accomplish 
these tasks. 


As to the ways by which all the problems must be solved 
and how Georgian statehood is to be built are things we 
have our own view of, and it is already known to many, but 
we still deem it necessary to set forth a few of our ideas 
again, schematically at least: 


A) THE ECONOMY. 


CATASTROPHIC describes the situation in the national 
economy. Incorrect economic policies have brought it 
about that not only normalization of society’s socioeco- 
nomic situation but also our statehood is in doubt. 


The government has clearly failed to realize that the 
country’s political safety and independence depend vitally 
on its economic security, whose foundation has to be an 
independent national economic system. Yet the creation of 
such a system has hardly even been started—in fact, what 
we see is the reverse. For a Georgia left without a system of 
economic security, state independence can only be 
symbolic. 


Incorrect economic policies have also had an adverse 
effect in the country’s social infrastructure. One might say 
that what is at work in Georgia today is not the “economic 
growth” principle but rather the “one-sided distribution” 
principle that is widespread in some developing countries. 
In order to realize the “economic growth” principle, the 
following stimulating factors are needed: the institution of 
private property, free enterprise, and competition At a 
time when these factors are absent, when ownership by the 
“Reds” (which is called state ownership) holds a monopoly 
position, no real new national wealth is being created, and 
what there is is distributed in favor of a tiny segment of 
society in close contact with state structures and official or 
unofficial militarized groups. As a result, a very tiny 
segment of society is growing rich rapidly, while the 
standard of living of the majority is declining catastroph- 
ically, which creates a fine context for social upheaval. 


The situation is further aggravated by uncontrolled infla- 
tion resulting from the government’s mistaken monetary- 
credit policy. Inflation, of course, has its most devastating 
impact on the low-income and socially least protected 
segments of society. If the present economic system 
remains unchanged, great cataclysms can be expected, 
which, given the absence of flexible socioeconomic levers, 
can only be averted by the use of physical force, and this 
would make any democratic civil society in Georgia a mere 
fantasy. 


Georgia’s economic strategy should be oriented toward the 
creation of an independent national economic system, 
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which requires the formation of a unified Georgian 
market, unified econoinic space, and an autonomous 
monetary-credit system. 


At this point we must address the provocatively intro- 
duced theme of Georgia’s entry into the so-called “ruble 
space.” Quite aside from the fact that the advocates of the 
Russian “ruble” never bother to adduce arguments or any 
competent, scientific reasoning to persuade their oppo- 
nents and the people but rather attempt to accomplish 
their aim through demagoguery and naked populism, the 
point lies elsewhere: there is no such thing as a “ruble” 
zone, there is only the ruble cf the Russian Federation, 
used by the subjects of that Federation. All the countries 
and semi-countries which introduce the Russian “ruble”’ 
officially become de facto members of the Russian 
Federation. 


The fact that the Russian ruble is unofficially in circulation 
here means nothing; we have dollars in circulation also, yet 
the state, if it wishes, can easily make the coupon the sole 
medium of payment (this can also be done by means of 
administrative organs) and solve the problem. 


They are also ignoring the fact that the coupon and the 
ruble are qualitatively the same currency, the only differ- 
ence being the rate of decline in value (this difference itself 
will soon disappear in connection with the virtual halt of 
reforms in Russia). 


From the economic standpoint, then, there can be no 
justification for introducing the Russian ruble, and it will 
not improve the people’s situation in the slightest. It will 
be solely a political move designed to destroy Georgian 
statehood totally and turn Georgia into a de facto part of 
the Russian Federation. (Similarly, some people think that 
instead of 100,000 coupons in pay they will receive 
100,000 rubles; in reality, however, they will get an 
amount in rubles corresponding to the exchange rate of 
100,000 coupons, and our people’s financial resources will 
remain the same as today—at best.) 


Again, all this talk about “restoring old ties” is nonsense, 
because it is impossible to restore “old ties” without 
resurrecting socialism, and restoring socialism is incon- 
ceivable. We can talk about establishing ties with our old 
partners, so to speak, in Russia and the CIS countries, but 
these will be qualitatively new ties and will not give those 
who wish for the restoration of the “old ties” the effect 
they are hoping for. 


Nobody is against such ties, but, we repeat, unless we 
establish our own economic system and implement the 
correct economic policy, t/iese ties will yield no benefits. 


The goal of an economic: policy must be solid economic 
growth, a stable monetary system, solutions to problems of 
employment, and a balance in foreign economic relations. 
This will require: the advent of a reform government (no 
reforms can be carried out by persons who spent decades 
building a socialist economy and are still today talking 
about “old” ties, which is to say, a parasitica! economy)— 
the kind of government which will carry out comprehen- 
sive reforms, in all spheres of life and, in particular, the 
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economy, following the recommendations of the Interna- 
tional Monetary Fund and other authoritative interna- 
tional organizations, with no populism and no toying with 
the public; 


—it will require the transformation and rationalization of 
present management structures; 


—a legal foundation for economic reforms; 


—genuine property ownership reform in all sectors of the 
economy; 


—implementation of a rigorous monetary-credit policy in 
order to stop inflation, form capital and halt the capital 
drain, and ensure a stable monetary system; 


—implementation of a state policy fostering private 
enterprise and small businesses; 


—liberalization of foreign economic ties—rationally—and 
measures to make Gecigia a country having an open 
economic system. 


Georgia used to be dominated by the myth that we could 
prosper by Borzhomi water and tea alone, which proved 
destructive. Now a second myth is coming into being, 
namely that we are doomed and that if Russia doesn’t save 
us we will perish; this is no less dangerous to us. We have 
to realize that with a team of reformers and by converting 
to the market economy without populism, by making wise 
use of our resources, through purely economic contacts— 
including with the countries of CIS (but without any 
political subtext—and, most important, through honesty 
and labor we can bring the country out of its economic 
crisis and create the conditions necessary for a normal life. 


B) LAW AND ORDER. 


FIRST OF ALL, the structures of authority need te be 
cleansed of clans, representatives of bandit gangs, and 
dope addicts. 


Certain types of narcotic substances ought to be legalized 
in order to strike a blow against the narcobusiness that is 
beginning to take shape. 


Even though we are in principle against the death penalty, 
we believe it is acceptable, temporarily—for a span of two 
to three years—to make use of the supreme penalty against 
dope peddlers and distributors, terrorists, and kidnappers. 


Of course, the appropriate changes will have to be made in 
the Criminal Code. 


The Internal Affairs Ministry will have to change radically, 
stop being a politicized institution protecting the authori- 
ties and turn into a structure protecting citizens and their 


rights. 


All parties, including those who support the authorities, 
must be disarmed. All unofficial military formations must 
be abolished. Any weapons held by security workers and 
persons who need protection must be registered in the 
Internal Affairs PAinistry. 
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‘The war against crime must be more than just a campaign; 
it needs to be purposeful, and it ought to start “from the 
top” rather than “from the bottom,” the way it is today. 


There are other specific questions which also need specific 
approaches and solutions. 


C) FOREIGN POLICY. 


THE STATE must resume its pro-Western course, but it 
must be genuine rather than merely declarative. At the 
same time, we have to take account of Russia’s geopolitical 
interests and be willing to compromise—though not at the 
expense of our own sovereignty and state interests—to 
establish normal relations with Russia (it also needs to be 
pointed out that not everything depends on us, and the 
most important thing, still, is just who is going to be in 
charge “up there.” Yeltsin, who has already embarked on 
the path of derzhavizm and has even, in effect, buried 
economic reforms, will certainly share Gorbachev s fate if 
he carrie® out such a course, because it is not going to 
satisfy eicher the democrats or the extreme nationalists. 
We have to have an interest in seeing Gaydar and other 
true democrats come to power in Russia, but today’s 
authorities there—specifically, Chernomyrdin’s govern- 
ment—are objectively laying the groundwork for 2 quite 
different regime, and Zhirinovskiy will be at its head). 


Georgia must cooperate actively with the UN, the 
Eurocouncil, and other internationai organizations. We 
need to have especially close ties with NATO’s military- 
political bloc, and we must certainly join the Cooperation 
for Peace initiative. 


Georgia has to work actively in the North Caucasus, but, at 
this stage, on the level of people’s diplomacy. 


Finally, any correct and fruitful foreign policy necessarily 
requires a top-to-bottom reorganization of the Foreign 
Affairs Ministry and substantial cadre changes (which 
should include our diplomats as well, with rare 
exceptions). 


We need to work out a serious foreign policy conception, 
define our priorities, and work purposefully on the basis of 
that conception. 


D) CERTAIN DIRECTIONS OF DOMESTIC POLICY. 


THE MAIN THING is relations with the national move- 
ment, reports of whose demise are greatly exaggerated. 
Quite the contrary: if everything goes on as it has, the 
national movement will gain new forces, find ways to make 
use of social activism, draw the old, not-all-that mistaken, 
appropriate conclusions from the past. and take shape as a 
very solid and meaningful entity. 


In the interests of statehood, it is essential that men of the 
national movement—in general, ‘“‘new men”—come into 
power. It is a little embarrassing when the people who 
speak of the destructive force of the national movement 
are those who for years destroyed the country themselves 
sold off the lands, and squandered state property, espe- 
cially considering that the one year of Gamsakhurdia’s rule 
which people have been harping about was not a year of 
national-movement government. In fact, Gamsakhurdia 
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started his “deep statehood” activity by fighting the 
national movement's supreme organ—the National Con- 
gress (we could also mention Beso Gugushvili’s ideas and 
decisions of convergence and other anti-national notions). 
The national movement has never been in power, and even 
if it did fervertly desire to destroy anything it couldn't do 
so. There may be many who do not like the national 
movement, but at least its representatives have never given 
away credit. You may look at the national movement in 
various ways, but it wasn't the national movement which 
brought in one-dollar wheat at one dollar and thirty 
cents—it was the person who is the Vice Premier today. It 
isn't the national movement that has been eating up the 
humanitarian aid, and it did not lose Abkhazia. And, of 
course, admitting a few representatives of the national 
movement to power just to prettify the facade does not 
mean that the national movement has come to power. 


The national movement has made mistakes—quite a few. 
But let him who has never done any wrong to his own 
people, and is infallible, throw the first stone. Hence, we 
have to stop laying blame, and entrust the nation’s fate to 
those who are capable of building the state and, in partic- 
ular, those who wish to. 


Today, the authorities are on the brink of anarchy, while 
anarchy is ready to take power. According to Lichtenberg, 
order is the prerequisite of any good thing, but is anything 
leading us to order? Is it going to be necessary to give up on 
democracy and establish a dictatorship? No, it is not, 
because it is possible to achieve order through democratic 
structures as well. Almost every democratic country has 
gone through a ‘democratic Caesarism” phase—that is, a 
period in which the rulers, in order to create strong 
democratic structures, have resorted to certain restrictions 
and other temporary measures. But in such a case, as in the 
case of carrying out reforms, the rulers have to enjoy the 
people’s trust, and they must not abuse that trust. ““Dem- 
ocratic Caesarism” implies strong presidential rule, though 
with a strong parliament and, as we have stated, with a 
large store of trust. 


We must never forget for a moment that the problems of 
Abkhazia and Samachablo are still unresolved, and until 
they are there can be no question of order and stability. 
The people are aware of our party’s views on these matters, 
so we will just add one thing: we need a differentiated 
approach to both problems, because while it is possible to 
make effective use of peaceful measures in regard to 
Samachablo and preserve our territorial integrity through 
reasonable compromise, in the case of Abkhazia, unfortu- 
nately, we will have to first shift the emphasis to partisan 
warfare and then, after an army has been formed, resolve 
the conflict through large-scale military operations. 
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The business of building an army and military industry has 
to be turned over to civilians and politicians, while pro- 
fessional military men-must be in charge of military 
Operations and other specific spheres (as in all normal 
countries). 


E) HOW SHALL WE BEGIN? 


DESPITE objective factors, the government and all its 
component parts cannot dodge responsibility for the coun- 
try’s ruin and destruction. In order to escape responsi- 
bility, one ought to have to resign from one’s position or, 
perhaps, even quit politics. If this does not happen volun- 
tarily, \.e have stated repeatedly that it will happen by 
force, either through social upheaval or by mass actions, 
because the people have no other remedy, and there has 
been no light at the end of the tunnel for quite a while. 


Georgia truly cannot stand such cataclysms, and this is 
why it is all the more urgent that our leadership be changed 
by peaceful means. 


First of all, a new election law must be passed and 
extraordinary parliamentary elections scheduled (a Consti- 
tution can be adopted simultanevuusly with the elections, 
and no one will give us the time to put off elections until 
Abkhazia is regained). The elections must be organized on 
the basis of party rosters, and with a 5-percent barrier for 
the parties (a 10-percent barrier for blocs). This way, we 
will have two or three really solid parties in Parliament. 
Then the winning party, or a coalition of parties, can put 
together a government, and, finally, a “new generation” — 
that is, persons of a non-socialist mentality—will come to 
power. 


Election day must be announced quickly, but meanwhile 
(today, one might say) the Cabinet of Ministers ought to 
step down (and not on grounds of the budget). Instead of 
the old party hack or former factory director, the govern- 
ment should be headed by a politician who has the support 
of both the majority and the minority in Parliament. 


Because the country’s very existence is at stake, we must all 
rally our forces and share responsibility. A national- 
salvation government will have to be made up of represen- 
tatives of both the majority and the minority in order to 
achieve a consolidation of political forces, ensure that 
reformers and honest persons are in charge and that in 
addition to personal and party responsibility there is an 
increase in collective responsibility of the sort that we are 
so sorely in need of. Such a government will have just one 
drawback: because of the diversity of its make-up it will 
not be a team; on the other hand, however, it can unite the 
country, ensure the inviolability of the country’s sover- 
eignty until elections are held and carry out reforms. 


The national-salvation government is our common respon- 
sibility in the land we call Georgia, the land we all must 
save and build regardless of our party affiliation, creed, or 
social status. We have a choice then—to join together, to 
face together the numerous problems threatening to engulf 
our people, or to keep on tearing at one another and giving 
Georgia away piece by piece to the forces “which have 
been, are, and will for a while continue to be” the test of 
our faith and our strength. 
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““Georgia’s Future” Issues Charter, Declaration 


944K1136A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 12 Mar 94 p 3 


[Unsigned item: “Charter of the ‘Georgia’s Future’ 
Society”’] 


[Text] GENERAL PROVISIONS 


1. The “Georgia’s Future” Society (henceforth, Society) is 
a political organization whose aim is to restore and 
strengthen Georgia’s territorial and spiritual integrity in 
complete conformity with historical traditions and 
national characteristics, revive the country’s economy, 
give priority to the development of regional economic 
complexes, ensure the protection of political, economic, 
and creative liberties and human rights, and strengthen 
iaw and order. 


2. In order to accomplish its goals, the Society will use only 
political means, carry out ideological work through the 
mass media and by means of meetings, rallies, and its own 
printed materials, and take part in the election of repre- 
sentative bodies on all levels of government. 


3. In its activities, the Society will comply with the 
Constitution of the Republic of Georgia, laws in force, the 
present Charter, and will engage in its activities all over the 
Republic of Georgia. 


RIGHTS AND DUTIES OF MEMBERS 


1. Any citizen of the Republic of Georgia may be a 
member of the Society regardless of nationality, sex, reli- 
gion, or social status, except for a member of another 
political organization, as long as he recognizes the Soci- 
ety’s Charter and program, promotes the Society’s goals, 
provides it with material support and works in one of the 
Society’s organizations. 


2. Acceptance into the Society shall be authorized by its 
local organization, on the basis of the citizen’s personal 
application in writing. 


3. A member of the Society shall have the right to elect 
persons to the Society’s leadership bodies, or to be elected 
thereto, to submit statements, complaints, and proposals 
to the leadership, to publicly criticize the performance of 
leadership bodies, and to resign from the Society without 
giving reasons. 


4. A member of the Society shall be obliged to comply with 
the Society Charter, to actively promote implementation 
of its program, and to carry out assigned duties. 


5. A member of the Society who violates the Charter or 
performs an act which does damage to the country’s state 
interests may be expelled from the Society by a competent 
majority of the local organization's membership, or by 
decision of the Society’s Executive Committee. 


A member of the Society shall have the right to appea! the 
local organization’s decision to the Executive Committee 
within a month’s time. 


CAUCASUS 25 


6. Citizens of Georgia who endorse the Society's program 
and are willing to take part in implementing it shall be 
known as friends of the Society. 


7. Friends of the Society shall have the right to take part in 
the work of the Society’s commissions and propaganda 
and explanatory activity, to submit proposals and criti- 
cisms to the Society's leadership, to help in pre-election 
campaigns, and to be elected to representative bodies in 
the name of the Society. 


LEADERSHIP BODIES AND STRUCTURE 


1. The Society's supreme leadership body is the Confer- 
ence, which is convened once every two years, approves 
the Society's Charter and program, makes changes and 
amendments to them, evaluates the accountability reports 
of the leadership bodies, approves the most important 
documents defining the Society's activities, decides ques- 
tions of the reorganization and self-liquidation of the 
Society, elects the membership of the Executive Com- 
mittee and the Audit Commission, and the Society's 
leader. 


2. Between Conferences, the Society's activities shall be 
supervised by the Executive Committee, which maps out 
the Society’s tactics under specific political conditions, 
issues statements, appeals, and proposals, creates commis- 
sions, supervises the work of the local organizations and 
the pre-election campaign, stipulates the procedures for 
the election of Conference delegates and representation, 
makes decisions as to convening an extraordinary Confer- 
ence, elects the chairman of the Executive Committee and 
his deputy, and forms the Executive Committee 
Apparatus. 


3. The Society’s Audit Commission shall periodically 
check on the Society’s leadership’s and structural units’ 
compliance with the Charter and monitor the Society's 
financial and business activity. 


4. The Society shall use the territorial principle to create 
local organizations, which can join together to form 
regional chapters of the Society and elect leadership bodies 
in the form of committees. 


PROPERTY AND FUNDS 


1. The Society 1s a legal person having a current account in 
the bank, a seal, a stamp, and its own symbols. 


2. The Society can have its own information media and its 
own property in the form of buildings, equipment, and 
means of transport. 


3. The Society's financial sources are: membership dues, 
voluntary contributions, and funds obtained as a result of 
publishing activities and other business activities not pro- 
hibited by law. 


4. The amount of membership dues shall be determined 
individually for all the Society’s members, in accordance 
with their means. 


5. The Society’s funds shall be managed by the Executive 
Committee. 
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PROCEDURES FOR REORGANIZATION OR 
SELF-LIQUIDATION 


|. The decision as to the Society's reorganization or 
self-liquidation shall be made by an assembly on the basis 
of a competent majority of votes. 


2. In the event of the society's reorganization or self- 
liquidation, the Society's property shall be used in accor- 
dance with legislation in force. 


DECLARATION OF THE “GEORGIA’S FUTURE” 
SOCIETY 


|. The basic goal of the Society's activity is the country’s 
political, economic, cultural, and moral revival, the basic 
prerequisite of which is the restoration of Georgia’s territo- 
rial integrity and the creation of the political, material, and 
legal base necessary to meet the needs of the population. 


2. We condemn chauvinism local separatism, and every 
form of demagoguery and are guided solely by principles of 
‘rue democracy, people's friendship, protection of human 
tights, and the political, economic, and creative liberties of 
the individual. 


3. Georgia’s internal state system and administrative- 
territorial division must take full account of historical 
traditions, specific regional characteristics, satisfy the 
needs of the native peoples and national minorities, and be 
in accord with universally recognized human rights. 


4. Our economic program rests on the modern world’s 
practical experience of the organization and management 
of production as well as Georgia’s national, historical, and 
production experience and characteristics. Because we 
believe that there is no alternative to a market economy, 
Our aim is to promote the kind of market relations which 
will ensure effective realization of the country’s material, 
labor, and scientific potential and strengthen the founda- 
tions of the country’s spiritual life. We believe that a 
multi-structural, socially-oriented market economy is most 
in keeping with the country’s development interests. Equal 
economic, organizational, and psychological conditions 
need to be provided for the development of all forms of 
property ownership. The state should not intervene 
directly in economic management but only in the creation 
and regulation of the kind of economic, organizational, 
and psychological environment whose ultimate goal is a 
functioning, balanced national economy. A multi- 
structural, socially-oriented market economy will serve to 
prepare the groundwork promoting the interests of all 
social strata (groups) and, in this way, the attainment of 
social harmony in society, which is an essential prerequi- 
site for any revival of the country. 


5. We endorse private and state ownership of the land. 
Only household, vacation home, and garden plot lands 
should be turned over to private ownership; all other lands 
should be owned only by the state, which can transfer land 
to citizens on a lease or permanent-use (possession) basis 
with the right of inheritance. A land’s owner as well as a 
land’s lessee, whether physical or legal persons, may them- 
selves determine the form of production and organization 
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of labor (peasant farming, individual farm operation, 
cooperative, partnership, state farm, or other). 


6. The country needs its own currency, the use of which 
will require the preparation of the necessary material, 
economic, and organizational foundation. We endorse 
efforts to attract foreign investment and the effective use 
thereof, initially through the sale of stock shares, the 
creation of joint enterprises, the acquisition and use of new 
technologies, and so on. 


7. The privatization process is in need of state regulation. 
We endorse the development of private property and the 
creation of the legal, economic, and organizational basis as 
well as the nurturing of entrepreneurial proprietors for the 
purpose. The state must provide the protection of property 
and its owners. 


8. The cornerstone of Georgia’s political and social- 
economic development is the integrated development of 
the country’s regions. We believe it is essential to work out 
and implement goal-oriented state programs for the social- 
economic development of the various regions. They must 
take full account of the specific character of local economic 
and cultural life, prospects for the effective use of available 
resources, labor traditions and customs, and so on. 


9. In the interests of the various strata of society, a clearly 
defined state social policy needs to be carried out. It is 
essential to provide real guarantees of citizens’ rights to an 
education, health care, and social aid for certain categories 
of the population (pensioners, college students, single 
mothers, and invalids). State responsibility for scientific, 
cultural, and educational development needs to be 
increased. And the criminal practice of reckless experi- 
mentation in schools and health care facilities must be 
condemned and stopped. 


10. At the present stage, one of the most important tasks is 
for the state to take care of our countrymen who have been 
forced to abandon their homes and have become refugees 
in their own homeland, also citizens who were robbed 
during the Civil War. The state will have to create not only 
temporary, elementary provisions for normal living but 
also, eventually, pay for their lost property with appro- 
priate material compensation, because the people should 
not have to be liable for the results of the adventurism of 
political circles. 


11. The country needs to have a properly trained, properly 
equipped [lines illegible] army and internal troops. Consid- 
ering the exceptionally difficult tasks (the disarming of 
{words illegible] units and banded gangs) we believe it is 
possible to enlist properly qualified citizens of other states 
for military service on the basis of a temporary contract. In 
order to avoid collusion between mafia-gangster and state 
structures, measures need to be taken to purge state admin- 
istrative and law enforcement agencies of persons who have 
been besmirched by ties to criminal elements, and 
strengthen and renovate the material-technical and organi- 
zational base of state security and internal affairs bodies. 


12. In foreign relations, we endorse a policy of active 
neutrality. At the same time, owing to the country’s 
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geopolitical, historical, and economic characteristics, the 
Russian Federation and the other republics of the former 
Soviet Union will continue to be our country’s chief 
partners in political and social-economic spheres; natu- 
rally, this does not rule out close relations with the world’s 
other countries, in particular those of the Black Sea Basin. 
Particular priority must be given to the development 
of good-neighborly relations with all the republics of 
Caucasia. 


13. Our Society will actively cooperate with all social/civic 
or political organizations, promote the harmonization of 
the goals and tasks of political parties and movements, and 
share analytical information for the purpose of preparing 
shared views as to the accomplishment of the tasks of the 
country’s political and economic development at the 
present stage, in order to protect the interests of every 
stratum of society and eventually attain social harmony. 


Government Forms Office To Handle Agricultural 
Affairs 

944K 1137A Tbilisi SAKARTVELOS RES?PUBLIKA 

in Georgian 8 Mar 94 p 2 


{(““Georgian Head of State Order on Creating a Republic 
Headquarters for the Timely Solution of Problems of the 
Agroindustrial Complex”’] 


[Text] For purposes of timely examination and solution of 
problems of the agroindustrial complex: 


1. A republic Headquarters shall be created with the 
following membership: 


Otar Patsatsia, Headquarters chairman, Prime Minister of 
the Republic of Georgia; 


Roin Liparteliani, deputy chairman, Georgian Parliament 
Agrarian Commission Chairman; 


Robizon Kaladze, Georgian Parliament member; 


Avtandil Margiani, Deputy Prime Minister of the Republic 
of Georgia; 


Giorgi Kvesitadze, Republic of Georgia Agriculture and 
Food Industry Minister; 


Murtaz Zankaliani, Republic of Georgia Trade and 
Material Supply Minister; 


Davit Iakobidze, Republic of Georgia Finance Minister; 


Tamaz Chikvaidze, First Deputy Economics Minister, 
Republic of Georgia; 

Shota Kviraia, Republic of Georgia Internal Affairs 
Minister; 

Remi Vashakidze, Republic of Georgia Railroad 
Department Chairman; 


Zurab Gegechkori, Republic of Georgia Land Resources 
and Land Cadaster Department Chairman; 


Nodar Dzhavakhishvili, Republic of Georgia National 
Bank President; 
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Andro Devdariani, Republic of Georgia Agromretsvbank 
Chairman. 


2. The Headquarters shall regularly examine problems of 
agricultural work progress, supplies of raw materials to the 
processing industry, supplies of fuel and lubricants, min- 
eral fertilizers, chemicals, and other materials to the 
agroindustrial complex, fulfillment of inter-state delivery 
obligations, build-ups of state food resources, efforts to 
control crime in the countryside, bring the sector out of its 
crisis, and other related problems, and map out and 
promptly implement measures to overcome them. 


3. The Headquarters’ decisions shall be binding on all 
ministerial, departmental, enterprise, organizational, and 
governmental bodies. 


[signed] E. Shevardnadze 
2 March 1994, Tbilisi. 


Chairman Details Agroindustrial Bank Activities 


944K1134A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 11 Mar 94 p 2 


[Interview with Andro Devdariani, chairman of the board 
of the Agroindustrial Bank by Maradi Anasashvili: “It Is 
the Bank That Will Save Georgia’; place and date not 
given] 


[Text] The Great Ilia 


[Chavchavadze] said, “Every year the banks shall be 
obliged to make public how well or poorly they are doing 
and allow every man to inspect and assess the length and 
breadth of their activities.” 


This is exactly the style and method favored by our guest 
today, Andro Devdariani, the chairman of the board of the 
Agroindustrial Bank. 


He was born in 1956 in Tbilisi. He graduated from Sec- 
ondary School No. 58. In 1973-1974 he worked in the Kirov 
Machine Tool Factory. He graduated with honors from 
Tbilisi State University’s Economics Engineering Faculty, 
and later defended his candidate's dissertation. 


He is a candidate of economic sciences and has written 
about 20 scientific works. 


In 1985 he was awarded the Komsomol Prize in science and 
technology. After that he worked as a laboratory head in the 
University, as a teacher, as a docent, and as chairman of the 
party commission. He is now a doctoral candidate. He was 
the council chairman of the Golden Bank Commercial 
Bank. 


Batoni Andro and his friends laid the foundation for the 
revival of the villages of Dzhavakhetia. Through the years, 
he worked with students to build the Georgian village of 
Kotelia. In various parts of Georgia they rebuilt and restored 
churches and monasteries that had been destroyed and 
virtually forgotten, and they also did much to save the 
Garedzhi Complex. 


He is married to Maia Kvezereli-Kopadze, a university 
docent, and they have two children. 
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[Anasashvili] Batono Andro, what kind of problems did 
you inherit on first coming to the bank? 


[Devdariani] Well, when you come to a bank you have to 
know very well what kind of responsibility to the people 
and the country you are assuming. So being appointed to 
this post is a great honor and a burden to me, one that is 
not easy to bear, especially under today’s conditions. 


I came to the bank from science and business, and I have 
my own ideas and vision as to the most urgent changes in 
the system to be anticipated in the near future. 


It was Great Ilia, you know, who founded banking in 
Georgia. His banking efforts alone are sufficient proof of 
the role the banks play in building the country. 


{Anasashvili] Indeed, Ilia devoted much time and energy 
to banking, and people often said of him that “the bank is 
making him neglect his calling as a writer.” In fact, 
someone even wrote a little verse: 


“Do not give up your steed, "put down your abacus, Ilia, 
“all of this will vanish, pass away, "what will remain is 
your [immortal poem] ‘The Hermit.”* 


{[Devdariani] These days, sad to say, Ilia’s spirit in the 
banks is confined to hanging his portrait in the board 
room. 


Remember that a bank’s reputation is the foundation of 
the public's trust by which every bank prospers. Rumors 
and slander cost the country dearly. Anyone who is dis- 
honest deserves reproach, but all this endless talk and 
carping are unseemly. The way we do business, a dishonest 
man is quickly exposed. 


But let’s get back to our problems. 


Although the Agroindustrial Bank is one of .ne biggest 
state structures, I found that wages and salaries were very 
low. Paradoxically, the bank’s staffers have the least social 
protection. 


Our bank’s building is also in sad shape. One floor is 
occupied by the city commandant’s office and we haven't 
been able to get it back. They don’t even pay their lease. 


We also have cadre problems; there are many nonpro 
fessionals employed in this system who are not even 
qualified. Most important, they totally lack the 
necessary knowledge, skills, and habits. 


Our bank has lots of other problems too. The first thing we 
need to do is root out vices such as the misuse of funds and 
personal travel at the bank’s expense. We will no longer 
permit the subjective approach in granting loans, the way 
we used to grant loans at low interest rates on flimsy 
grounds. There were absolutely no criteria for setting the 
rates. This gave dishonest persons many loopholes and 
caused a lot of talk. 


To make a long story short, I found I had more than 
enough to do. I’ve only been examining the problems for a 
few weeks; soon I will work out plans and begin to take 
practical steps. The public will be fully informed about 
what we do. 
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One thing is certain: most of the bank’s profit has to be 
spent on social needs. 


[Anasashvili] The country’s agrarian sector is in critical 
condition. How can the Agroindustrial Bank help the 
countryside, the peasant? 


[Devdariani] Of course the bank and the banking system 
must play a crucial role in solving the country’s crisis. 


It needs to be in tune with the structure of the national 
economy and conduct a reasonable monetary-credit policy 
to boost the economy. 


By its nature, the Agroindustrial Bank is a versatile insti- 
tution, serving our economy’s strategic sector—the 
agrarian sector—through more than 70 offices. Right now, 
up to 80 percent of our credit investment (400 billion 
coupons) is in the form of loans to financially shaky 
partners in agriculture, and the recovery of these loans is 
doubtful. The recovery failure rate of loans given in past 
years is due primarily to the breakdown in state discipline 
in agricultural enterprises, massive theft and wastage of 
products, and general lack of control. 


Given the present disarray, I think it is totally unaccept- 
able to grant credit at “reduced rates” to agricultural 
enterprises that are in shaky financial shape. The fact is 
that most of them are practically bankrupt. This also has 
resulted from the fact that 70 percent of the 10-percent 
loans granted to agricultural enterprises last year have not 
been recovered. 


Things are made worse by the fact that the mechanisms 
stipulated in the law on mortgages, which would have 
made relations with debtors easier, have not been 
activated. 


In general I think that granting loans at reduced rates to 
unpromising enterprises fails to stimulate their financial 
performance. Managers of such enterprises are used to 
sitting around waiting for government handouts, waiting 
for the low-interest loans that are charged to them to be 
written off or deferred. 


As for the countryside and the peasant, we hope to benefit 
them in many ways. I’m optimistic because there are many 
knowledgeable, industrious, professional, and—most 
important—honest people working in our bank. They are 
always doing their best to help the countryside; the country 
can count on that. 


[Anasashvili] At a meeting of the government’s Food 
Commission, as we know, the National Bank proposed 
that you be obliged to allocate 65 billion coupons from 
your own funds so the agricultural enterprises could com- 
plete their spring operations. You came out categorically 
against it. Why? 


[Devdariani] Here’s why. 


The National Bank stipulates that loans can be granted 
using a bank’s own resources only if it has a stable surplus. 
But a surplus is possible only if there are deposits. In the 
case of Agroindustrial Bank institutions, however, there 
are practically none. 














FBIS-USR-94-048 
5 May 1994 


We are against that kind of loan practice because it is quite 
possible that it will inevitably lead to granting emission 
credit, which is the government’s sole prerogative. 


Considering our inflation and market conditions, giving 
credit—at the rate of 120 percent annually—is totally 
unacceptable. 


In short, Georgia’s economy is in terrible shape. The 
situation in the sphere of monetary-credit policy, as well, is 
uncertain, to put it mildly. In my opinion, both the former 
and the present managers of the National Bank are not 
conducting a real monetary-credit policy, they are just 
making individual decisions which they think reflect the 
country’s essential interests. 


[Anasashvili] Everybody knows that the banks are the life 
blood of the economy, which depends on them to function 
normally. In your opinion, what shape is Georgia’s 
banking system in today? 


{[Devdariani] Georgia’s banking system is only in the 
formation stage today. It is developing rather slowly, 
owing to many objective and subjective factors. 


All else aside, the formation of a monetary-credit system 
characteristic of a market economy is a complex process. 
The right kind of banking system is being created, and 
taking part in it is a crucial and complex business, because 
essentially new banks are being formed. It requires 
working in a new way, new cadres. 


The system is having a hard time getting free of old 
stereotypes. The number of banks is increasing day by day, 
of course, but numbers alone are not going to help things. 
Another negative factor is that the process is not being 
analyzed. A bank, of course, is a specific institution, but it 
must not have the seeming of a clan institution. 


Another reason for the banking system’s many shortcom- 
ings is the fact that conditions in the country are unstable. 
Furthermore, political forces have ambivalent attitudes 
toward the banks. Today, unfortunately, at some stage or 
other, any particular bank’s power is defined by whoever 
stands behind it and sponsors it. Another unacceptable 
practice is when high officials establish banks just to 
“secure their own future.” 


Banks are institutions full of bustling activity, where 
everything is done according to the law, and where, as in 
any other sphere, you can even get rich, but only while 
maintaining human dignity, complying strictly with rules 
and regulations, according to your talent and ability. But 
ordinary people do work in banks, and all the woes 
afflicting our society can be sensed there as well. It is 
essential, therefore, for us all to struggle to restore things to 
health. Most important, I think, is the fact that always, and 
especially today, the banks have a grand national cause to 
pursue, requiring not only competence but also clean hands 
and a clean conscience. The bankers who were appointed as 
board chairmen along with me are educated, knowledge- 
able, honest, and “still unblemished” persons. We have to 
do the people’s business; the public, the press, and televi- 
sion must be informed of our every step; and the people 
must hand down the verdict—not the way it’s being done 
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now, with prejudiced notions, using campaign methods, 
and insinuating statements, but weighing everyone's vir- 
tues and defects. 


Banks, and bankers, must work strictly according to the 
rules and laws. 


It is urgent and essential to create banks of the Western 
type. The wheel has already been invented, and we can’t do 
any better; what we have to do is pick up on everything 
advanced and progressive and adopt it in accordance with 
Georgia’s interests and Georgian realities. 


We must also keep in mind that our banks’ computer 
equipment is very primitive, and transactions are being 
carried out using the old methods at the same old pace. 
The reason is that the system is backward. Everything 
needs to be changed as soon as possible. | repeat, it is 
essential to create a banking system that befits a civilized 
country. It is the banks that will have to save Georgia. | 
hope that a strong cadre of bankers will soon take shape in 
Georgia to serve as a guarantee of the irreversibility of the 
country’s democracy. [end of Q and A] 


It looks as if this new executive, who is dedicated to his 
cause, pays attention to every detail, and favors strong 
financial discipline, is going to have to thoroughly overhaul 
the banking business. | 


Meanwhile, the hullabaloo concerning the banks continues. 
There are some who are categorically rejecting the new 
people. There are those who are doubtful that the new 
people’s experience is sufficient to rebuild the banks and 
solve their problems. 


Whatever the case, the choice has been made, and a “new 
broom” is coming. 


We would like to accost the Great Ilia once more and remind 
you of what he said: “The bank represents one of the best 
and most reliable aspects of our life. Therefore, anyone who 
cares about our country ought not to gleefully seize upon 
every mistake, failure of foresight, and other shortcomings 
of the bank—these are inevitable in any new endeavor—but 
rather take careful note of them and just as diligently try to 
correct the mistake and eliminate the defect.” 


Banks Being ‘Looted,’ National Bank Faulted 


944K1145A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 15 Mar 94 p 6 


[Article by Davit Bitsadze: ‘““A Poverty-Stricken Country 
and Looted Banks”’} 


[Text] The public at large knows the story of the err neous 
monetary-credit policy that began during the late unla- 
mented rule of the ex-president and still triumphantly 
continues. The final, decisive battle against this destructive 
phenomenon of our economy has been declared by the 
republic’s Procuracy, the Chamber of Control, and the 
Internal Affairs and Security ministries. They have shed 
light on numerous alarming facts, which we present to 
readers today and will continue to in the future. Let everyone 
know who is involved in these filthy and destructive affairs 
that threaten to lay waste to the country. 
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The criminal threesome took shape all of a sudden. It 
included D. Kinkladze, the chairman of Gori’s Diadema 
Cooperative, E. Sulashvili, the head accountant of Tbilisi’s 
Bagebi-92 Firm, and B. Leviashvili, a Gori resident of 
unknown occupation. In October-December 1992, they used 
false credit advices, tax orders, and expired limited checks to 
deposit 101 million rubles illegally in the account of a small 
business called Rkina-Betoni in the Gardabani Branch of 
Binsotsbank. However, they failed to steal the money, the 
crime was detected and the money was sequestered. 


The threesome’s fantasy was even grander; they decided to 
create a commercial bank and obtained the support of 
National Bank President D. Dvalishvili and Georgian 
Rescue Corps Deputy Chairman G. Arveladze. Although 
the Argobank (that’s what they decided to call it) did not 
have the money required by the capital fund or the 
necessary facilities, the former [Dvalishvili] readily regis- 
tered it, and on the basis of a letter from Arveladze he 
granted it a billion rubles in credit for half a year, because 
it was supposedly part of the Rescue Corps. Of course, 
everything went according to the scenario: Argobank 
deposited funds in various companies and cooperatives; in 
return it obtained U.S. dollars and divvied them up. For 
their crime, Kinkladze and Sulashvili are in jail; Leviash- 
vili fled to Moscow and is being sought. 


In the same spirit of the times, Irakli Shavliashvili, the 
general director of Trialeti Cooperative in Tbilisi, assumed 
the mantle of someone concerned about his country and 
sent a touching letter to the government in 1992: ‘“‘Lend me 
two billion rubles after I deliver a ship full of sugar to 
Batumi Harbor.” Attached to the letter was former Vice 
Premier P. Koguashvili’s resolution directing the appro- 
priate officials to issue a letter guaranteeing the loan. The 
boastful and hypocritical Shavliashvili, armed with the 
letter, actually obtained the Head of Government’s reso- 
lution as well, ordering National Bank President Demur 
Dvalishvili to speed up the documentation and thus speed 
up the transaction. As always, Demur Dvalishvili did just 
what he was told. National Bank Vice President N. Pipia 
was also hasty, failing to realize that the credit was 
supposed to be issued after the sugar was delivered to 
Batumi, and he directed Industria-Bank Board Chairman 
Z. Gendzekhadze to issue a two-billion ruble loan to 
Trialeti. Shavliashvili was lying in wait, and on that same 
day he transferred 1.98 billion rubles to Moscow, where it 
was converted, and 4,541,863 U.S. dollars wound up in the 
Warsaw Branch of Amerbank. To this day no one knows 
what happened to the money and whether there is any real 
chance for the state to get it back. 


Shavliashvili was restless, and like a spider he spun new 
webs of deceitful manipulation. He signed agreements with 
Tbilisi firms such as Guri, Medasi, Lasha, and Bani and 
Company, such that these companies deposited 2.618 
billion rubles in Trialeti. Naturally, these firms had 
obtained the money through state credits. In all the cases, 
the loans were issued for the purpose of bringing food into 
the republic. One bitter economist had this to say: “If food 
had really been brought in with the money which Georgia’s 
banks loaned out, we would have enough for several 
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years.”’ People who have looked into it also say that the job 
shouldn’t have been turned over to private persons, that 
the state ought to have a monopoly on it. Many also say 
that state banks ought not to grant loans to companies and 
cooperatives; that should be the commercial banks’ job. 
It’s certainly something to think about. Keep in mind also 
that bankers are profiting from it and have got rich. 


Readers probably want to know what happened to I. 
Shavliashvili. Irakli Shavlia hvili and his associates, pres- 
idents Zaa! Godadze and Akaki Berdzenishvili of Medasi 
and Petra, skipped the country after getting their hands on 
billions, and are now in hiding. The Security Ministry has 
been asked to help find their whereabouts. 


For years, money has been drained out of tiie National Bank 
by using a shabby, primitive trick—supposedly to bring 
food into the country. Because nothing was done to see that 
the money was spent as intended, sharpsters had a clear field 
and could easily turn credit into hard currency. In this way, 
a few people are getting rich while thousands and hundreds 
of thousands are getting poor. I. lashvili, the President of 
Ika, is among those newly enriched. The National Bank 
granted 500 million coupons in his name. He, in turn, 
deposited the money in a firm called 002/1, from which he 
was supposed to receive food and industrial goods. In fact, 
however, he got what he was trying for—U_S. dollars. 


A. Adeishvili, chief of the Saketerzetmshenproekt Admin- 
istration, also got in on the currency boom. He asked T. 
Sigua, the former chairman of the Cabinet of Ministers, 
and R. Gotsiridze, the former Vice Premier, for a loan of 
1.2 billion rubles. His request did not use the notorious 
phrase “to acquire food’’; he used a more original trick— 
the idea of bringing in fuel—and he promised to “help the 
citizens who had been cheated by the Imedi Firm.” That is 
how he hooked the gullible. The President of the National 
Bank readily complied with R. Gotsiridze’s resolution and 
authorized the state’s commercial Agromretsvbank to 
issue the requested amount of the loan to the Administra- 
tion. Adeishvili pulled another clever trick. He really did 
pay 88 million rubles to the citizens who had been cheated 
but used the rest of the money for his personal purposes; an 
investigation is underway. 


There have been some particularly alarming cases of fraud 
owing to the National Bank’s encouragement. The presi- 
dent of its creative firm Saburtalo-93 is G. Lomidze, who 
Ought to earn a place in the Guinness Book of World 
Records for it. 


To be more specific, G. Lomidze wrote an authorization 
and from the National Bank’s Clearing Center he took 10 
million coupons’ worth of transfer documents to the 
Borzhomi Branch of Binsotsbank, in which he had opened 
an account. He put an 8 in front of the 10 million coupons 
to yield the enormous sum of 810 million coupons. The 
Borzhomi doughheads “failed to notice” the inserted 
number (in such documents, you know, the amount ts also 
written in words) and gave him the whole amount. By a 
prior arrangement, the swindler transferred 800 million to 
the account of the Forvard Brokerage Firm on the Cauca- 
sian Stock Exchange. The purpose this time, again, was a 
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‘noble’ one—to bring food in for hungry people, although 
that was the furthest thing from the so-called president's 
mind. The greedy and vengeful G. Lomidze pocketed 
11,300 dollars. In turn, Forvard set up its next lightning 
swindle: along with three other brokerage firms on the 
Caucasian Exchange it carried out another 800- 
million-ruble commodityless transaction, causing a con- 
siderable loss to the state. 


But that wasn’t the end of G. Lomidze’s fraudulent 
odyssey. This time, he got his hands on documents trans- 
ferring !9 million coupons to various organizations. Using 
the same old method, he put a 7 in front of that number. 
Again, the personnel of Borzhomi’s Agrobank were gullible 
enough to give him 719 million coupons. At Lomidze’s 
request, 700 million coupons were deposited in the 
account of « company called Sameba—naturally, for the 
purpose of buying food. Then, as a result of an unautho- 
rized deal between that firm and Saburtalo-93, he pock- 
eted 10,000 dollars, but distributed 19 million coupons to 
three firms for the intended purpose. In this way, Lomidze 
easily got his hands on 1.5 billion coupons. 


A comment: It has been determined that the blank pass- 
port with which G. Lomidze acted had been stolen along 
with some others from the passport desk of Tbilisi Vakskiy 
Rayon’s Internal Affairs Department, and criminal pro- 
ceedings have been instituted. The firms mentioned above, 
moreover, were doing their financial dealings without 
being registered with the Tax Inspectorate. Nobody 
checked on their activities, which is why they were able to 
operate so successfully. 


Now let’s look at the “heroic deeds” of the firm called 
Andria, and its President V. Kavtelidze. It is located in 
Tbilisi’s Vakskiy Rayon. This executive had no trouble 
getting things going, obtaining a 1.5-billion-ruble loan 
from Tbilisi’s Samepo Bank. He was also motivated by 
‘good intentions’ —bringing food in for the hungry 
people. Kavtelidze distributed the funds this way: he 
transferred one-third to various firms in order to appro- 
priate them later. In fact, he pocketed 37,500 dollars 
instead of buying food. He transferred the remaining 
billion to a company called Berika for “commercial pur- 
poses.”’ In fact, he was merely slaking his lust and readily 
sacrificed his country and its people. 


We could talk endlessly about the National Bank’s anti- 
national policy. Other banks are guilty of the same, 
including rayon-level banks. The Shulaveri Woolen Mill 
obtained a loan of 2.75 billion coupons from Marneuli’s 
Agrobank. The entire sum (supposedly to procure wool) was 
transferred to Tbilisi’s Kristal-LKG Corporation, which in 
turn deposited it in the account of a firm called Kapital-Plus 
“to buy food with.” A. Lysenko, the General Director of 
Kapital-Plus, added it to other monies and transferred more 
than 1.5 billion coupons to seven brokerage firms on the 
Caucasian Stock Exchange, again “‘to buy food.” In fact, 
however, he obtained and pocketed 27,432 U.S. dollars. As 
a result of a commodityless transaction of about 11,000 
dollars, the Tatishvili Brothers’ Mukhranis Veli Company 
issued it for “meat that was procured’’; in fact, nobody 
procured a single kilogram of meat. 
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This is not the only commodityless transaction by the 
Tatishvilis, along with other crimes. G. Galidava, the 
president of the firm called Uta, and his bookkeeper K. 
Chachua, established contact with that criminal gang 
through G. Gogsadze, a broker on the Caucasian Stock 
Exchange. They deposited 380 million out of 500 million 
coupons borrowed from the bank, supposedly to buy meat; 
instead, they acquired 7,500 U.S. dollars. Now the 
Tatishvilis’ depredations are at an end; they are in custody. 
The same fate has befallen other criminals who were in 
league with them. 


G. Dolidze, the President of the KG Benevolent Corpora- 
tion in Telavi, has shown himself to be an outstanding 
swindler and money-grubber. Using false tax orders and 
limited checks, he managed to deposit over two billion 
rubles in the Telavi, Signakhi, and Lagodekhi branches of 
Agromretsvbank, which he then transferred to various 
firms and corporations supposedly to acquire wine-making 
materials, but the deal fell apart, he was caught in the act, 
his hopes were dashed, and he got no dollars. V. 
Bilikhodze, the chairman of the Universali Cooperative in 
Ozurgeti, used false limited checks to steal 450 million 
rubles from the bank in a short time. 


Investigative agencies have also received information about 
the improper use of credit funds on a large scale by firms 
named Kvatakhevi, Gigi, Achik~ and Company, and others. 
Other commercial outfits are als. being investigated. 


After learning these facts, readers can easily see why our 
country is in such a predicament and why the treasury is 
empty. Some questions: What motivated the National 
Bank and other banks when issuing credit? Were they 
obligated to monitor the proper spending of the credit 
funds? And does the republic have a mechanism to provide 
that monitoring? Finally, what role is assigned to the 
republic’s government and Finance Ministry in this 
regard? These questions are all of concern to anybody who 
cares about the country’s fate. The Shavliashvilis, the 
Tatishvilis, the Lomidzes, the Kinkladzes, the Adeishvilis, 
and all the greedy people who stand behind them are 
ruining the country. 


Rayon Administrator Appointed, Profiled 


944K 1146B Tbilisi SAKARTVELOS RESPUBLIKA 
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[““Georgian Head of State Order To Appoint the Chairman 
of the Board of Mestiyskiy Rayon’’] 


[Text] Otar Nakani is appointed Chairman of the Board of 
Mestiyskiy Rayon. 


Elgudzha Dzhaparidze is released from the duties of 
Chairman of the Board of Mestiyskiy Rayon. 


[signed] E. Shevardnadze 


Otar Besarionovich Nakani was born in Mestia in 1952. He 
graduated from the Tbilisi State University Philosophy 
and Psychology Faculty and is - ~andidate of philosophical 
sciences. 








32 CAUCASUS 


Through the years he has served in official posts in Mestia 
and senior research associate in the Georgian Academy of 
Sciences Demography and Sociological Research Institute. 
Recently he has served as head of the Organization and 
Coordination Department of the Chamber of Control. 


He is married and has three children. 


Customs Official Outlines Efforts To Curb 
Corruption 

944K 1135A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 12 Mar 94 pp 1-2 


[Interview with Customs Department Chairman Viktor 
Lordkipanidze by Rusudan Lordkipanidze: “The Battle 
Will Be Merciless. Georgia Has Its Own National Customs 
Service”: place and date not given] 


[Text] Georgia has had its own customs service for two years 
now, but we cannot say yet that everything is perfect and 
without flaw in it. Most of the public gives it very poor marks, 
and not only that, people think it is a money-grubbing 
organization, and not without reason, I think. This is also 
attested these days by free-wheeling “black business.” Of 
course, what kind of performance can you expect when this 
vital national service has been reorganized almost four times 
in its two years of existence, and its officials and customs 
personnel have been replaced similarly. How could all of this 
not leave its mark on the service’s formation? Judge for 
yourself: the Georgian Customs Administration of the USSR 
Customs Committee was abolished in February 1992 and the 
Georgian Customs Department was formed, after which the 
Department became part of the Finance Ministry, only to be 
removed from it soon after and become a separate Customs 
Committee. Last year, again, this Committee was abolished 
and the Customs Department was formed. 


“It was all new to Georgia, and it had to be learned 
empirically, gropingly, following hunches, and sometimes 
local officials put their own pockets’ interests first,” said the 
current chairman of the Customs Department, Viktor Lord- 
kipanidze, a member of Parliament from Ajaria. He was 
appointed to the post, quite unexpectedly to everyone, late 
last year. Not much time has gone by since then, but it has 
been long enough for this man to become adjusted to his new 
job and to think out and shape his own future operations 
program. So I talked to him and asked, “Can we say, at long 
last, that Georgia has its own national customs service?” 


{Lordkipanidze] Georgia's state customs service, the Geor- 
gian Customs Department, with its own customs agencies, 
laws, rules, material-technical base, and cadres, does exist 
legally and in actuality. It has been recognized and 
accepted as a member by the World Association of Cus- 
toms Organizations; it is a subject in our republic’s bilat- 
eral agreements with other countries; and its chairman is a 
full member of the Council of Chiefs of Customs Services 
of the CIS and an equal member of the heads of customs 
services of other countries. 


At a press conference not long ago, Batoni Giorgi Chan- 
turia (who seems to have maintained his interest in Geor- 
gia’s customs service) said that Georgia’s entry into the 
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“ruble zone” is “already underway, inasmuch as Georgia’s 
customs service has already joined Russia’s customs ser- 
vice structure.” 


If such a political somersault is valid, then we can just as 
well turn it around with a back flip and say, “‘Russia’s entry 
into the coupon zone is already underway, inasmuch as 
Russia’s customs service has already joined Georgia’s 
customs service structure.” 


And so, if we stop juggling words and look into the thing, 
Georgia’s customs service is a two-year-old child, just 
getting on its feet, still learning and developing, but 
nevertheless independent and on its own. 


Most of these two years have been taken up by wars to 
preserve Georgia’s territorial integrity, and customs officials 
also put on the uniform. And they fought and died, too. 


Even between wars, unarmed customs officials have been 
repeatedly pelted by legal and illegal armed formations. 


Through its own fault, the customs service—and some- 
times with good reason—acquired the image of a money- 
grubbing organization. The control agencies didn’t waste 
time: they quickly created customs control structures and 
set up detection headquarters in the customs office. 


[Correspondent] Nobody likes constant control, but it is a 
fact that the customs service has not been all that spot- 
less... 


[Lordkipanidze] People in every era and in every country 
have had no sympathy for tax gatherers and customs 
officials. It cannot be disputed, of course, that the people’s 
wrath is well founded these days. You have to agree, 
however, that it’s annoying when you have to suffer not 
only your own lash but someone else’s whip. We customs 
officials have enough sins of our own; don’t hang other 
people’s on us. 


What we need to know is that the customs inspector is 
empowered and obliged to follow customs control proce- 
dures (and he does) only with respect to persons crossing 
the border at customs checkpoints, in specially designated 
customs zones. 


Customs checkpoints on land are being created only by 
agreement with neighboring countries, and on both sides 
of the border. 


[Correspondent] How many border customs checkpoints 
are there in Georgia right now? 


[Lordkipanidze] There are railroad checkpoints at Garda- 
bani and Sadakhlo; 


highway checkpoints at Kazbegi, Lagodekhi, Samtatskaro, 
Tsiteli Khidi [Red Bridge], Ninotsminda, Guguti, Sada- 
khlo, Akhkerpi, and Sarpi; 


maritime checkpoints at Batumi and Poti harbors; 
airport checkpoints in Tbilisi and Batumi Airports. 


Hence, anybody else who comes up to you somewhere else, 
on the highway or at a crossroads, on a train, wearing a 
uniform or not, armed or not, with credentials or not, who 
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passes himself off as a “customs officer” is nothing but a 
highway robber and a criminal. 


[Correspondent] I don’t suppose that means that Customs 
Department personnel are all free of sin.... 


{Lordkipanidze] Of course not. When we carried out the 
Head of State’s order “On Planned Measures To Stabilize 
the Situation In Lower Kartli,” we abolished the Bolnisi 
Customs Office and fired all its 60 staffers and officials; in 
Marneuli we set up a new customs office. In the Poti 
Customs Office we fired the chief, and in Sadakhlo we 
fired the entire 36-man crew of the customs post, which 
both local and foreign citizens had been lodging com- 
plaints against. An investigation is underway, and so far 26 
men have been fired. 


[Correspondent] Naturally, you will hire new ones to 
replace them. Isn’t it possible, though, that one robber will 
be replaced by another? 


[Lordkipanidze] Most of those who have been fired are not 
robbers. It’s just that, owing to their own subjective and 
objective traits they are not able to meet the required 
standards. Let me tell you the requirements which an 
airport customs post inspector must meet: a college edu- 
cation, completion of a special customs school or special 
courses, a customs service rank, fluency in Georgian and 
Russian as well as a working knowledge of another foreign 
language, age 35 or under, a “clean” record, good physical 
condition, good build and appearance, a high level of 
culture, and a certificate from a narcology clinic (some 
preference is given to women). 


After all this, a half-year contract is signed with the 
inspector, which will be renewed after the trial period and 
certification. 


In the past two years, no instruction has been provided; 
now this is given priority. 


Since 10 January, training has been provided in special- 
ized courses for persons recruited for customs service. 
These courses will be permanent and will be expanded by 
drawing upon qualifications-upgrading groups. An agree- 
ment has been signed stipulating that this year about 60 
young people will be enrolled in one-month courses 
training customs service recruits in Moscow and Rostov. 
About 35 customs specialists will upgrade their qualifica- 
tions in Moscow. More than 20 will take short-term study 
and training courses under Euro-Association auspices in 
customs schools and structures of Europe. By summer, 
plans call for opening a customs academy in Moscow, and 
a number of our young people will be sent there. 


I think that Georgia’s Customs Service must be depoliti- 
cized not only on paper but in deed, so that the political 
ups and downs taking place in the country cannot influ- 
ence it. Its work has to be based on high professionalism 
and obedience to the law almost to the point of nitpicking. 


[Correspondent] Still, what is your impression of the 
customs service from the inside? 
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[Lordkipanidze] Like others on the outside, I used to see 
two opposed forces—the smugglers trying to carry prohib- 
ited or unauthorized goods out of the country, currency, 
and historical and national treasures, and bring in nar- 
cotics, other psychotropic substances, weapons, ammuni- 
tion, and so on. On the other side there were the dedicated 
customs officials who, sometimes at the cost of their life, 
tried to prevent smugglers and narcotics peddlers from 
breaking our laws and carrying material goods away. I 
respected honest customs officials and hated those who 
engaged in extortion and made dirty deals with smugglers 
and narcotics importers. 


If you can believe it, that’s the way it really is. That’s why 
the battle must be without compromise. 


[Correspondent] I believe you have a computerized 
export-import reporting network. How has it helped you? 


[Lordkipanidze] We found that in 11 months of last year 
three times more goods left Georgia than came in. In 
another time and another country this would be taken as a 
positive; and we would have taken it that way also if we 
could be certain that all the earnings from the exports were 
coming into Georgia and not ending up in the safes of 
other countries. 


Only 18 percent of the value of goods shipped out of 
Georgia on a barter basis came back in the form of 
commodities. 


We have got used to seeing gas, utility services, and other 
bills being paid late or not paid at all. Unfortunately, many 
state and private structures owe billions to the state 
treasury. We have the ability to work with the National 
Bank, the Economics and Finance ministries, the Tax 
Inspection, and other departments to draft laws, regula- 
tions, and directives and, through the customs service, stop 
the commodities and currency drain and recover at least 
some of the old debts. 


The introduction of an effective record-keeping system has 
made it possible to assign the Customs Department the 
task of assessing and collecting excise and value-added 
taxes, but nothing has been done about the fact that the 
Customs Department needs a new assessment and collec- 
tion system of the kind it is not used to, and highly 
qualified specialists to run it. Therefore, it proved impos- 
sible to start this effort on | February as the law stipulated. 


The other day, however, at our request we went to the 
Head of State, and many essential decisions were made. 


[Correspondent] What can you tell us about arming cus- 
toms officials? 


[Lordkipanidze] At first we asked for a | ,500-man customs 
security force with a general in charge in order to accom- 
modate our official functions. But after several rounds of 
battle against the criminal world, my “appetite” got 
smaller. If border units are strengthened sufficiently, if 
they can seal off the smuggling routes and at the same time 
secure the safety of the customs posts, we will be content 
with smaller, mobile, fast-reaction detachments, well 
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trained and armed with the best Alpha and Delta tradi- 
tions, provided with the necessary transportation facili- 
ties—armored vehicles on land, patrol boats at sea, and 
helicopters in the sky. The equipment will be painted white 
and have its own insignia. 


[Correspondent] What do you wish for most? 


[ Lordkipanidze] To set up posts on the Psou and the other 
side of the Roki Tunnel. 


[Correspondent] Is that realistic? 
{Lordkipanidze] Absolutely. It’s just a matter of time! 


Acting General Procurator Views Status of Legal 
System, Laws 

944K 1148A Thilisi SAKARTVELOS RESPUBLIKA 
in Georgian 25 Mar 94 pp 1-2 


[Interview with Georgian Acting General Procurator 
Dzhamlet Babilashvili by SAKARTVELOS RESPUB- 
LIKA Correspondent Davit Bitsadze: ““Law and Order Is 
Not an End in Itself...”’; place and date not given] 


[Text] He was born in Sagaredzho in 1942, the son of a 
jurist. He graduated with honors from Tbilisi State Univer- 
sity in 1969 and went to graduate school. He is a candidate 
of juridical sciences. For a number of years he worked in the 
Georgian Academy of Sciences Economics and Law Insti- 
tute, first as a junior and later as a senior researcher. He has 
published a number of scientific works. He has served in 
agencies of the Procuracy since 1977: he was Procurator of 
Sagaredzhoyskiy Rayon, First Deputy Transport Procurator 
of Transcaucasia, Deputy Chief and Department Chief of 
the Procuracy Investigative Administration of the Republic 
of Georgia, and Procurator of Kutaisi. In 1991-1992 he 
served as a judge on the Georgian Supreme Court, and was 
a member of the Presidium of that Court. In December 1992 
he was appointed a Deputy General Procurator of the 
Republic of Georgia. He is now Acting General Procurator. 


He is married and has three children. 


{Bitsadze] Batono Dzhamlet, what is the Procuracy like 
today, and what problems does it face? 


{ Babilashvili] The transition period to Georgian statehood 
has also left its mark on the Procuracy. The old style and 
methods of the Procuracy have nearly been changed, but 
the new style and methods are not yet fully in place. In 
short, the Procuracy is a transition-stage state agency 
which is finding its place in the new system of state 
agencies. It will continue to function as the chief agency 
overseeing compliance with legality; its job is to see that 
the law is uniformly and fully complied with both by 
individual citizens and by officials and departments. The 
Procuracy has an investigative apparatus that is not very 
large but is very mobile and highly qualified to make its 
contribution to the fight against crime. 


As for problems, we have plenty of them. People are tired of 
lawlessness and are waiting for the government to help. Still, 
crime is the most pressing problem. It 1s along this line that 
Procuracy organs, in my opinion, need to focus all their 
professionalism and efforts. It’s true that it is the Internal 
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Affairs and Security agencies that are on the front line of the 
battle, but the Procuracy can and must make its own hefty 
contribution. This is proved by the hundreds of difficult 
crime cases by which our investigative officers have caught 
and instituted criminal proceedings against many dangerous 
criminals such as murderers, terrorists, gangsters, and other 
violent felons. The Procuracy’s evidence is used to jail 
dangerous criminals; in the courts my colleagues defend the 
State’s interests in the battle against crime, monitor the 
lawful punishment of perpetrators, exercise oversight of 
convicts’ serving of time in places of incarceration and of 
the lawfulness of investigation procedures in the Security 
and Internal Affairs agencies, and so on. We regularly 
analyze the crime situation in the Center and the outlying 
areas and draw up expert recommendations. 


[Bitsadze] Laws enforced now were passed by the totali- 
tarian regime. Doesn't this make your work harder? Could 
that be why the fight against crime has not been effective? 


[Babilashvili] Completely new legal relations are now 
becoming established in our life, and naturally they will 
require the appropriate legislative adjustments. 


However, because we are talking about crime we have to 
say that, in my opinion, a number of fundamental pecu- 
liarities are to be noted in this regard in the legislation that 
is in force: in some cases, a particular norm is clearly 
obsolete, an anachronism (for example, economic crimes); 
in other cases, however, many such norms are correct and 
in keeping with the times, but the necessary conditions for 
enforcing these laws are not yet in place. 


Certainly, everything must be rectified in the course of 
time. The implementation of normal legislation, naturally, 
will improve the law enforcement agencies’ effectiveness 
in keeping or’«r. Future legislation work will have to take 
account of the cealities of our life, the level of legal 
consciousness of the republic’s citizens whom the norms 
are intended for, our national character, and other partic- 
ular factors.... 


There are other factors. In present legislation, for example, 
for some reason a situation has taken shape in which the 
law protects the criminal rather than the victim, against 
the interests of the injured party. It should be the opposite. 


Especially today, when the victim of a crime is virtually 
terrorized, under great pressure from the criminal or his 
associates, and there is no mechanism in the laws to 
protect him from it. The same thing is true of a witness to 
a crime. It is this factor that is one important reason why 
a substantial number of cases are not solved, or if they are 
they never come to court because the victims or witnesses 
recant their initial testimony. This is understandable, 
because the people are afraid of the criminals and the state 
is not protecting them. I think immediate legislative mea- 
sures must be taken to rectify that situation. 


[Bitsadze] In your opinion, what are some of the features 
of crime today? What changes have there been? 


[Babilashvili] Clearly, crime has become more organized. 
Organized gangs have come into being, crime has become 
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their way of life. They have support in the state structures, 
they are economically very strong and have the right 
connections; they control certain territories and certain 
types of business and trade. Many such gangs are now 
legalized, and some of them have acquired status and, as is 
the fashion these days, they have infiltrated certain official 
structures (the law enforcement agencies have detailed 
information on them). The public is aware that the process 
of isolating them is underway, and hopefully we will finish 
the job. 


Another peculiarity is that most registered crimes are of 
the violent category—murder, robbery, banditry. 


I mentioned murder. There has probably never been such 
an increase in the number of murders in the history of 
Georgian crime. Sometimes there are as many as 10 
murders a day in Georgia, and motiveless murders are also 
on the rise. 


The criminal world has never been so well armed as today. 
You can find all kinds of firearms in the hands of crimi- 
nals, to say nothing of communications devices, night 
vision devices, and so on. Most important, criminals can 
acquire firearms easily, securely, and without hesitation. 
Naturally, all of this makes it harder to fight crime and 
requires the use of additional detection, technical, and 
legal forms and methods. 


[Bitsadze] Batono Dzhamlet, what do you think of the 
death penalty, also lynch law? 


[Babilashvili] I am personally against the death penalty, but 
as a jurist and a procurator I denounce the savagery of the 
criminal world, whose criminal actions are characterized by 
unprecedented violence, cynicism, and arrogance. | think 
that society has to do something to protect itself, including 
the threat of the death penalty. Naturally, this is not really a 
solution to the problem, because the fight against crime, as 
we know, requires much more than making punishment 
tougher. It requires an integrated solution, and one element 
of that has to consider the supreme penalty—the death 
penalty. From this position, I believe that this extreme 
penalty is still necessary in today’s Georgia. Life itself 
testifies to this. I’m referring to a situation that has taken 
shape in recent years: there is a widespread rumor that the 
death penalty has been abolished, and people have reacted 
with mob law, stoning criminals to death. This is not 
befitting to a nation having the kind of legal traditions we 
have. As a punishment, the death penalty has not been 
abolished in our country. Last year, in fact, the Georgian 
Parliament introduced execution by firing squad, along with 
other penalties, for two new grave crimes, among amend- 
ments in the Criminal Code (Article 65'—genocide—and 
Article 66'—for a mercenary taking part in an armed 
conflict or battle). The criminal world has to realize that 
society does have a tough tool to protect itself from their 
depredations—the death penalty. 


[Bitsadze}] When the situation is real tough and all kinds of 
brutal and harsh crimes are being committed, how does the 
investigative apparatus work? 
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[Babilashvili] The republic’s investigative apparatus is 
working at full capacity. Investigators of the Procuracy, the 
Security Ministry, and the Internal Affairs Ministry are 
investigating ve -y serious cases, some of which are of great 
social resonance, including crimes by the ex-President’s 
allies in western Georgia, ethnic cleansing and genocide of 
the Georgian population by the Abkhazian separatists, 
criminal violations in the monetary-credit system, the 
crimes of the Tatishvili brothers, the Sviri Brotherhood, 
the gangs operating in Guria and Lower Kartlia, and 
others. Not to mention the numerous cases of terrorism, 
murder, kidnapping, robbery, and other grave crimes. 


Unfortunately, the republic’s investigative apparatus is not 
yet very effective. Almost half of the grave crimes that are 
committed remain unsolved, and this adversely affects one 
fundamental principle of the fight against crime—namely, 
that liability for committing a crime must be inexorable. 
When criminals go unpunished, this encourages not only 
repeat criminals but also new persons to commit crimes. 


It is true that a big share of the blame for this goes to the 
investigative and detective services, but there are reserves 
to be found here as well. Frequently, investigations drag on 
for no good reason, the quality of the investigation is 
rather low, and so on; naturally, citizens are justified in 
their complaints and dissatisfaction, and the Procuracy 
must exert more control in this regard. The investigative 
service, of course, has plenty of problems of its own, but 
that ts another subject. 


[Bitsadze] Wouldn't one solution be to create a separate 
investigative apparatus—that is, to form a unified investi- 
gative body? The way it is today, investigations are done 
separately by the Procuracy, the Internal Affairs Ministry, 
and Security... 


|Babilashvili] The suggestion to create a unified investiga- 
tive apparatus is not new. It was being discussed back 
under the old Soviet regime, but for some reason no 
practical steps were taken. In the present former Soviet 
republics, now, there have been attempts to reform the 
investigative apparatuses, but it looks as if the effort has 
stalled. I believe that only Lithuania has a separate inves- 
tigative committee. 


The basic argument of those who favor creating a separate 
investigative apparatus is that the same agency ought not 
to both investigate and exercise oversight (it 1s the Procu- 
racy they have in mind). This argument is probably well 
grounded. So some post-communist countries—Russia, 
for example—have taken the step of granting the accused 
the right to appeal a procurator’s authorization to jail him 
as well as a decree to extend his jail term; of course, there 
are plenty of opponents to this legislative innovation. 


What route we will take will be revealed by court reform. 
Of course, the creation of a separate investigative appa- 
ratus is no panacea. I can name several leading foreign 
countries in which there are more agencies having the right 
of preliminary investigation than we have. In the U.S., for 
example, more than five agencies do investigations: the 
FBI, the CIA, the Tax Collection Department, the Drug 
Enforcement Agency, the Customs Service, and others. 
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Eminent specialists believe, however, that the point is not 
which department runs the investigation but how well it 
performs its role in the justice system. 


[Bitsadze] The public is aware that cases of the allies of the 
ex-President are under investigation. Isn’t there a danger 
of scores being settled with political adversaries? How 
effectively will the law be obeyed? 


[Babilashvili] Not to be too categorical about it, I will say 
that such a precedent is ruled out. This has been stated 
repeatedly by leaders of the government and the law 
enforcement agencies, and it has been backed up by 
concrete actions. We have reconciled hundreds of persons 
who have voluntarily turned in their weapons, and crim- 
inal proceedings against them have been stopped. These 
are persons who are not guilty of a grave crime. 


Naturally, clemency does not extend to persons who have 
inspired fratricidal civil war and national fragmentation 
and are guilty of grave sins. These people include certain 
deputies to the former Supreme Soviet and high officials of 
the former regime, the chairman of the government and 
certain members of the government, prefects, leaders of 
armed gangs, and so on who are subject to imprisonment. 
Some of them are already in custody, and some are being 
sought by the Internal Affairs and Security ministries as 
being guilty of grave crimes. The charges against them are 
criminal charges and have nothing to do with political 
motives. 


[Bitsadze] The public is aware that the republic’s enforce- 
ment ministries have been carrying out major operations 
against criminal gangs; they have been searching homes on 
a massive scale, jailing suspects, and so on. Isn’t there a 
danger of ignoring the requirements of the law? 


[Babilashvili] Whenever the enforcement ministries pre- 
pare for such operations, they have absolute information 
about the criminals, about the property they have obtained 
illegally, about their weapons, their narcotics stashes, 
wanted criminals, and other things, but for understandable 
reasons these do not require detailed discussion. As a rule, 
these operations are consulted on with the Procuracy, and 
we check on the legality of the plans. 


The operations are participated in by the appropriate 
investigative officers, who ensure compliance with the law 
and the procedural aspects of detention, searches, and 
confiscation of any items obtained by criminal means. In 
short, we have created the necessary system to ensure the 
protection of citizens’ legitimate rights. In general, though, 
such operations are new to our experience, necessitated by 
the requirements of the time; for its part, the Procuracy 
spares no effort to ensure that these encouraging efforts are 
made in compliance with the law. 


[Bitsadze] You mentioned court reform. How do you 
envision it, and how does it tie in with the Procuracy? 


[Babilashvili] A special decree of the Head of State has 
created a commission relating to court reform, and I am 
one of the co-chairmen of it. Court reform is essential, and 
it will be carried out as soon as stability is restored in the 
republic, when the executive branch has real control over 
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processes in the country. Agencies of the Procuracy will 
also have to be reformed accordingl—but gradually, in 
stages. There are a number of ideas about that, sometimes 
mutually exclusive ones; there are also some fashionably 
extreme notions about abolishing the Procuracy as a state 
agency and turning its functions over to various other 
agencies. Time will tell how this matter is to be resolved. 


I get the impression that there are forces in our country 
which are not pleased when such a legitimately academic 
and centralized body as the Procuracy is doing its job of 
protecting the state’s interests. At one time these forces did 
everything they could to diminish enforcement depart- 
ments such as the Security and the Internal Affairs agen- 
cies, and to some extent they achieved that. What we got as 
a result is clear to everyone. 


[Bitsadze] At a time when people are settling scores with 
each other through the use of weapons, how realistic is it to 
speak of law enforcement? Doesn’t it add up to legal 
nihilism? 


[Babilashvili] To some extent it probably is, but let’s also 
keep in mind that other countries on the road to freedom 
have been in similar and even worse shape and have still 
made it out of the crisis. It seems that a grave crime 
situation is the price society pays for democracy and 
freedom. Whatever difficulties we have, we must never 
forget the civilized form known as legal relations among 
men. The state and its agencies will have to do their part. 
We must strengthen citizens’ faith in the law, while those 
who flout the law will have to be dealt with effectively, up 
to and including the use of force, and this is being done 
with increasing intensity. 


[Bitsadze] One of the culminating stages of the justice 
system is punishment. How do things stand in Georgia in 
this regard? 


[Babilashvili] Things are worrisome in that regard too. The 
system on which Soviet penitentiary policies were based— 
using prisoners as a cheap work force, the use of corrective 
labor, and so on, has been dismantled and is practically no 
more. The new conception, with its appropriate institu- 
tions and material base, is in the formation stage. Mean- 
while, prisoners—or, rather, convicts—need to be main- 
tained and employed, and this is one of our most serious 
problems right now. In fact, if the state cannot take care of 
a prisoner and comply with punishment procedures, its 
whole penal policy against crime will be in doubt. If we 
want to establish order, we will have to scale everything 
down, as they say, and take care of our prisoners in order 
to ensure continuity of the cycle of instituting criminal 
proceedings, court trial, and serving sentence. Otherwise 
these first two stages of the justice process will become 
purely a ritual, because criminal punishment will not fulfill 
the function which criminal law assigns to it in the fight 
against crime. 


[Bitsadze] What are the prospects of the fight against 
crime? Is there any cause for optimism? 


[Babilashvili] The fight against crime is a long and difficult 
process. Our task now is to bring crime under control, and 
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our enforcement ministries really are up to that task. Once 
terrorism and banditry are wiped out, the crime rate curve 
will start to go down; hence, we really do have cause for 
optimism. Most important, public opinion is on our side; 
people want us to wipe out violence, robbery and looting 
and lawlessness; people want the chance to live and work 
normally. 


[Bitsadze] Batono Dzhamlet, there has been considerable 
hullabaloo over bank credits these days. What is your 
position? What is the Procuracy doing about it? 


{Babilashvili] By an order of the Head of State, we are 
tasked with coordinating all the work of checking the 
legality of credit issuance; this work is being done by the 
National Bank, the Chamber of Control, the Procuracy, 
and Security and Internal Affairs agencies. This work is 
going on quite intensively. Still, it is very difficult and 
time-consuming. About 20 criminal cases have been 
brought up to requirements and are underway. Suspects 
have been jailed, and investigation is underway. The 
disposition is such, in general, that the basic aim of the 
investigation is to recover the credits to the state, and 
persons who voluntarily pay their debt will be granted 
leniency according to the law. So far, billions of coupons 
have been returned to the state. The effort is continuing. It 
is made difficult by the fact that many of our countrymen 
have taken the hard currency gained by converting money 
“resurrected” from the credits (we’re talkisi, about mil- 
lions) and stashed it in foreign banks. Unless they turn it in 
voluntarily, the appropriate legal steps will be taken to 
recover the illegally obtained monies. 


[Bitsadze] There have been frequent explosions, sabotage, 
and terrorist acts, and various opinions about them have 
been published. What can you say about them, and what is 
the Procuracy doing? 


[Babilashvili] All of these acts are state crimes according to 
the Criminal Code. It is because they are particularly 
dangerous that the State Security agencies are tasked with 
combatting them. The Procuracy is involved with these 
problems basically in terms of overseeing legality. 


As to recent explosions, I know that intensive work is going 
on in the Security Ministry, and results will surely be 
forthcoming. 


In general, along with the stepped-up assault on the world 
of crime a backlash is also quite possible, manifested in 
similar actions. Consider certain other factors as well: Do 
you think that in terms of safety everything has ended with 
the civil war? How many frustrated people are there, filled 
with the desire for revenge, because of their political 
bankruptcy and other base feelings? The war situation in 
Abkhazia and the fact that the republic’s internal borders 
are unprotected make it imperative that we be alert and 
watchful. Consider, also, the mafia clans’ struggle for 
spheres of influence. Hence, the various agencies have 
plenty to worry about. Until a crime is solved and the 
specific criminal is identified, therefore, it is difficult and 
probably awkward to assert anything categorically. 
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Many worthy men have fallen in the fight against crime, 
including many law enforcement officers. Sad to say, some 
of their murders remain unsolved today. Consider, in 
particular, the treacherous murder of the Procurator of 
Tbilisi; serious efforts are underway to solve it, and the 
results are encouraging. We consider solving it to be a 
matter of the honor of the republic’s Procuracy. 


[Bitsadze] Material incentives play a big part in the inter- 
ests of Procuracy officers. How do things stand in that 
regard? 


[Babilashvili] Things are not very well in that regard. 
Practically everything these days depends on the officers’ 
enthusiasm and professional dedication. Many of them 
couldn't make it and have transferred to other structures, 
and others are quitting now. The majority realize that 
almost everyone is having trouble these days, and they’re 
waiting patiently for a better future. 


The Procuracy needs help if we are going to be able to work 
somehow. This refers to transportation, fuel, equipment 
and supplies, and so on. We don’t have the resources to 
have new uniforms made, and all kinds of other things I 
won't talk about now. All we ask is the minimum necessary 
to maintain the institution and keep a qualified cadre 
nucleus. 


[Bitsadze] Batono Dzhamlet, what you have said should 
encourage readers who have suffered so much bitterness 
and pain in recent years. Can you add anything? 


[Babilashvili] A true Procuracy officer has always sympa- 
thized with anyone who is a victim of lawlessness. For a 
professional there is nothing more saddening and 
depressing than for someone to be in trouble and nothing 
can be done to help him or ease the situation because of 
circumstances. And, sad to say, there are such cases in our 
experience. Eventually, undoubtedly, everything will fail 
into place, and law and order, based on reason, will! 
triumph. Naturally, this is not an end in itself. It is the 
means by which io open the way to constructive labor and 
ensure Georgia’s economic and spiritual revival. My wish 
for our people is that that time will come soon. 


Chairman Explains Reconciliation Commission 
Work 


944K1149A Thilisi SAKARTVELOS RESPUBLIKA 
in Georgian 26 Mar 94 p 1 


[Interview with Minister of State Givi Lomuinadze, 
chairman of the Temporary Committee on Emergency 
Situations in the West Georgian Zone, by Rusudan Lord- 
kipanidze: ““It’s a Long Way to Complete Calm”; place 
and date not given] 


[Text] “The situation in western Georgia is somewhat 
better. Processes are manageable, but we are still a long way 
from complete stabilization,’ Minister of State Givi Lomi- 
nadze said recently at a session of Parliament; he is 
chairman of the Temporary Committee on Emergency Sit- 
uations in Georgia's Western Zone. 


And no wonder: as long as the front line runs along the 
Inguri, the process of reconciliation of supporters of the 
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former government has not been completed (by no means 
have all the opponents of the present government extended 
the hand of friendship to us), and they have yet to be 
disarmed, it’s still a long way to complete calm. 


Recently the Georgian Parliament's Juridical Commission 
and the Justice Ministry drafted a statute “On Temporary 
Commissions for the Reconciliation of Supporters of the 
Government of the Ex-President, Attached to Local Admin- 
istrative Bodies in the Emergency Situation Zone of 
Western Georgia,” stipulating the creation, organization, 
and operational procedures and jurisdiction of the Reconcil- 
iation Commission (that is what it is called for short). 


As we know, Head of State Eduard Shevardnadze last year, 
in October, called upon all fighters in the Gamsakhurdia- 
Kobalia ranks to turn in their weapons and give themselves 
up. At the same time, a guarantee of immunity was given to 
anyone who had not committed a grave crime. The task of 
studying the cases of those who turned themselves in was 
turned over to the Procuracy. Why, then, has it become 
necessary to set up reconciliation commissions? We asked 
Givi Lominadze to answer this question and explain the 
statute. | 


Districts of Mingrelia, unfortunately, are suffering from an 
information famine. Owing to the particular urgency of this 
article, therefore, we asked Communications Minister 
Pridon Indzhia to do everything possible to see that this 
edition makes it into Mingrelia. 


“When chaos reigns in the country,’ Batoni Givi said, 
“when illegal armed units are roaming in rather large 
areas—and not just units but criminal armed gangs which, 
by their treacherous actions, basically caused the loss of the 
war in Abkhazia—at a time when weapons and medicine 
were supposed to be sent to the front but never got there, 
and a hostile force was formed in our rear and not only 
betrayed us but worked in harmony with the enemy, 
openly joined forces with outside mercenaries and Abkha- 
zian separatists, and almost got as far as Kutaisi, the 
government had no choice but to use force. The govern- 
ment was also aware that those forces also included 
numerous persons who had gone astray and lost their way. 
This is what impelled the Head of State to make his appeal, 
in which he showed clearly that the government was not 
interested in reprisals. The Procuracy’s agencies would run 
a check of all adversaries who had turned in their weapons 
voluntarily, and anyone not guilty of war crimes, anyone 
who had made a mistake and been deceived, would be 
granted clemency by the Georgian government and 
Eduard Shevardnadze personally as the Head of State, in 
accordance with legislation in force; such persons would be 
treated humanely and helped to return to their homes in 
safety. Many heeded this call, many didn’t. There was 
some misunderstanding in the law enforcement agencies as 
well. Persons who came over to the present government’s 
side were supposed to be investigated only by the Procu- 
racy’s agencies, yet that work was undertaken by the 
Internal Affairs Ministry and the Security Ministry, struc- 
tures of the Defense Ministry. and a number of officials 
having the right qualifications but not the jurisdiction; this 
resulted in provocative rumors as weil as unlawful actions 
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on the part of some law enforcement structures and, in 
many cases, specific subjects. This is what necessitated the 
creation of an institution designed to detect organized 
groups and armed formations supporting the ex-president 
in the emergency zones of western Georgia, as well as 
persons acting against the Georgian government in other 
ways, and examine their actions in a collegial manner, 
taking account of public opinion. 


“Let me say also that any affirmative decision by the 
Commission does not have the force of law; it is not the 
final authority in the matter. It is supposed to study public 
opinion in particular rayons and cities, relay it to Procu- 
racy agencies, and they, in turn, are to take account of it in 
making their decision, if the investigation has not revealed 
any grave crime committed by the specific person. 


The reconciliation commissions are set up under regional 
and rayon-level administrative bodies in western Georgia’s 
emergency zone. 


[Lordkipanidze] Who are the members of the commis- 
sions? 


[Lominadze] Officials of regional (rayon-level) administra- 
tive bodies, members of Parliament elected from the 
relevant electoral districts, deputies to the local agencies of 
authority, and representatives of the public—all with an 
equal vote, of course. 


{Lordkipanidze]} Could you say a couple of words about the 
rights and duties of the Reconciliation Commission? 


[Lominadze] To coordinate the activity of law enforce- 
ment and other state and civic bodies to detect and 
reconcile persons, groups of persons, and armed units in 
opposition to the government of Georgia, if, as I men- 
tioned, they have not committed a grave crime; within its 
jurisdiction, to coordinate the activity of local law enforce- 
ment agencies in order to prevent the punishment of 
persons who oppose the government but have not com- 
mitted a grave crime, who have turned in their weapons 
and ammunition, and have sincerely repented of their 
actions; to create all the conditions necessary to see that 
such persons are returned to their place of work and 
residence; to give them guarantees of a peaceful life; and 
many other things.... 


{Lordkipanidze] What are the procedures of the Commis- 
sion’s work? 


[Lominadze] Basically it will work on the basis of citizens’ 
individual or group statements, also petitions coming in 
from enterprises, organizations, and establishments, and 
representations from law enforcement agencies. The mate- 
rials are to be examined in 10 days and a well-motivated 
decision made. 


[Lordkipanidze] What happens if it is found that the 
actions of a person or group of persons are criminal? 
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[Lominadze] The material is turned over to investigative 
agencies. 


{Lordkipanidze] Is it possible to appeal a decision of the 
Reconciliation Commission or an action taken by it in 
connection with the examination of a case? 


[Lominadze] It can be done in the Temporary Committee 
of the Emergency Zone, which has the right to overturn the 
Commission's decision. 
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{Lordkipanidze] | understand that such commissions have 
been set up under all the city and rayon administrations in 
the emergency zone. When are they to take action on the 
statute? 


[Lominadze] The statute has been sent out and has been in 
force since 10 March. [end of Q and A} 


One more cause for hope on the way to stabilization, 
perhaps not in vain. 
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ECONOMIC AND SOCIAL AFFAIRS 


Results of Parliamentary Hearings on 1994 Draft 
Budget 

944407274 Moscow SEGODNYA in Russian 

Y Apr 94 p 2 


[Article by Dmitriy Volkov: “They Want Credit Emission 
from the Government—But Have Doubts About the 
Solvency of the Council of Ministers” 


[Text] The most reliable source of financing for the territo- 
ries of Russia is credit emission. We can only welcome this 
candid statement issued by Oksana Dmitriyeva, chairperson 
of the State Duma Subcommittee on Financing for the 
Territories. Finally the Russian parliament has gotten the 
opportunity to translate the unintelligible groaning of the 
opposition into normal language with an intelligible vocab- 
ulary. 

The results of parliamentary hearings on the draft budget for 
1994 presented by the government are as follows: The most 
competent Duma members have shown that state income in 
the budget is overstated due to the fact that production 
volume decreased more heavily than was presumed (by 25 
percent instead of the 8 percent contained in December 
calculations of the Ministry of Economics), while additional 
state investments should be added to the expenditures. 


The State Duma will not be able to create a full-fledged 
conciliation committee capable of reaching consensus 
together with the government. According to Mikhail 
Zadornov, chairman of the Duma Budget Committee, this 
would mean “violation of the principle of separation of 
powers.’ On the other hand, Sergey Shapovalov, chairman 
of the Committee for Regional Policy, insists that a 
common working group is needed—true, its decisions 
would be “advisory tn nature.” 


In other words, the State Duma is attempting to find 
roundabout ways, having come into conflict with the 
statute it readily adopted on procedure for adoption of the 
budget. This statute prohibits the adoption of additional 
expenditure resolutions without either a confirmation of 
supplemental sources of income or the reduction of expen- 
ditures with respect to other budget lines. In point of fact, 
taking into account growing pressure on the part of 
intragovernmental groups aimed at increasing outlays, an 
‘advisory’ —t.e., unofficial—working group might “con- 
vince” the Ministry of Finance to a possibly greater degree 
than would open confrontation during the course of the 
official procedure for adopting the budget. Especially since 
there seem to be additional sources through which the 
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government can obtain income—the removal of tax bene- 
fits for exporters, estimated by Sergey Glazyev, chairman 
of the Economics Committee, to amount to R24 trillion, 
and by Aleksandr Pochinok, deputy chairman of the 
Budget Committee, at approximately R10 trillion. But as 
Mr. Pochinok noted, it would be more proper to first 
repeal the legal resolutions affording such benefits, and 
only then introduce the new income into the budget... 


The situation is further complicated by the fact that the 
Duma has assumed the responsibility to begin examina- 
tion of the budget at the end of next week. In the mean- 
time, according to the Budget Committee chairman, the 
draft presented does not conform to selected excerpts from 
the president's correspondence with the parliament—there 
is no line in it about additional funds which must be 
expended on the closure of a number of coal mines, for 
example, or the readjustment to be made at military 
plants, etc. In Mr. Zadornov’s words, “the affording of 
additional funds must be conditioned upon plans for a 
framework restructuring of the economy.” This require- 
ment does not presently appear to be entirely realistic, 
however—and not only because an effective concept of 
framework restructuring 1s lacking. It also proceeds from 
the insincerity of politicians who strive to effect institu- 
tional changes in words, while in fact sustaining bank- 
ruptcy and conserving the Soviet industry. 


Claims of the State Duma to the effect that new methods are 
being used to finance the regions out of the federal budget 
appear to be quite justified. As we know, the government has 
adopted a system of transfers, accumulating income in the 
federal fund for support to the regions from value-added tax, 
and then transferring it to the most needy regions. However, 
coefficients used by the Council of Ministers either were 
calculated employing incorrect methodology or proceeding 
from political considerations. For example, Kemerovo 
Oblast finds itself in first place in the list of needy regions, 
and of 66 subsidized regions it will receive almost half the 
funds accumulated. Objecting to this is not only Yabloko, 
but the Russia's Choice faction as well. However, competent 
opponents of the government's program from the ‘Yavlin- 
skiy-Boldyrev-Lukin” bloc have additional, nontechnical 
objections to the principles of regional financing proposed by 
the Ministry of Finance. Mrs. Dmitriyeva stated yesterday 
that since the decline in production should lead to reduced 
volumes of value-added tax, the source of financing for the 
subsidy fund for the regions must be different—direct credit 
emission, to be precise. In this regard, observers are pro- 
posing that taxes be repealed entirely and that the economy 
be financed from a computation of minimum necessary 
outlays, but that in such event the parliament be dissolved as 
the source of idle talk about this minimum and the govern- 
ment be cleansed of officials who attempt to defend sector 
interests. 
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Yavlinskiy, Others on Unacceptability of 1994 
Draft Bud; et 

944E07194 Moscow NEZAVISIMAYA GAZETA 
in Russian 14 Apr 94 p 4 


[Article by Grigoriy Yavlinskiy, Mikhail Zadornov, Sergey 
Ivanenko, and Aleksey Mikhaylov under the rubric “Alter- 
native’: “Budget-94: 'A Forward-Looking Economic 
Policy Could Be Started as Early as the Second Half of 
1994"") 


[Text] 


What Kind of Economic Policy Has Been Built Into the 
Budget? 


A conspicuous reduction in the domestic expenditures of 
the state is the first point that should be noted. The official 
deficit of the federal budget—62.4 trillion rubles [R]— 
equals approximately one-third of its expenditures and 
comes to 8.6 percent of the gross domestic product (GDP). 
This is less than last year (10.5 percent of GDP). However, 
the reduction in state expenditures in real terms and the 
hardening of monetary policy are not restricted to two 
percentage points; they are much greater. 


The expenditure side of the budget includes quite a 
number of new items which were not included in last year’s 
budget. For the relative size of domestic expenditures of 
the budget to be comparable with last year, the following 
should be subtracted from the amount of expenditures in 
1994: 


—state guarantees for foreign loans—R1 2.8 trillion (pre- 
viously they were not taken into account within the 
budget, and from 1994 on they are registered in the 
budget twice, as financing for the deficit and as budget 
expenditures). In general terms, these are mythical, 
nonexistent expenditures; they will not occur actually, 
i.e. as payment of funds from the budget, this year, and 
in the years to come—only in the event that the enter- 
prises that have received these loans are unable to pay 
them back); 


—financial support fund for northern territories—R6.6 
trillion, and expenditures for conversion—R0.8 trillion 
(the monies in these items were previously provided as 
loans from the Bank of Russia); 


—the debt of the budget for 1993—about R4 trillion (has 
already been paid in the first quarter); 


—the increment of expenditures for serving the foreign 
debt—R6 trillion (more than $2 billion). 


Therefore, the real domestic expenditures of the state 
under comparable methodology will decline by about R30 
trillion rubles, and the size of the deficit will decline by 
almost a factor of two and come to merely one-fifth of the 
expenditures and less than 5 percent of GDP. 


It should also be taken into account that the interest rate 
on credit from the Bank of Russia has become positive in 
recent months, i.e. it exceeded the growth of prices, that 
the extension of easy credit and subsidization of imports 
were canceled, and that a number of other restrictions in 
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monetary policy were introduced. Therefore, the govern- 
ment is planning a perceptible hardening of the budgetary 
and monetary policy for 1994, 


The tax burden is growing noticeably: 


—profit tax has been increased by 6 percent (of which 3 
percent is for the federal budget), 


—a special tax has been introduced—actually, value- 
added tax has been raised by 3 percent; 


—the tax on assets has been raised to 2 percent; this 
amounts to a very sharp increase given a reappraisal of 
the cost of enterprise assets by a factor of 27 effective | 
January 1994 (in 1994 proceeds by virtue of this tax are 
projected to be 20 times greater than in 1993); 


—transportation tax has been introduced (1 percent of the 
labor compensation fund); 


—customs duties on imports were increased effective 15 
March. 


At the same time a number of preferences in profit tax 
have been granted; however, in grand total the government 
plans to collect 16.6 percent of GDP for the federal budget, 
instead of the 10.6 percent last year. Even after the nontax 
proceeds are subtracted, the tax load on the economy for 
funding federal expenditures will increase by a factor of 
almost 1.5. 


Nonetheless, despite the tax increase the revenues of the 
budget appear to be overstated. Budget revenue calcula- 
tions clearly fail to take into account the industrial slump, 
the mounting volume of nonpayments, the flight of capital, 
and an increase in the ‘‘average” resourcefulness of mer- 
chants in terms of tax evasion. In the first two months of 
1994 only 8 percent of GDP in taxes was successfully 
collected by the federal budget, whereas a statistic from the 
beginning of last year is built into the calculations which is 
clearly unrealistic. 


Given that the revenue calculations are overstated, it will 
become necessary to cut back expenditures as revenues are 
really taken in, that is, the domestic expenditures of the 
state will be reduced even below the level planned in the 
budget, which is low to begin with. 


While the overall tax burden increases, the government 
turns out to be unable to take specific and realistic mea- 
sures to increase budget revenues. 


Thus, in keeping with the Law on the Customs Tariff 
which was passed last year, an overwhelming majority of 
customs preferences were to be canceled effective 1 Jan- 
uary 1994 because the rates of customs duty were to be 
uniform and not subject to change. The government has 
been unable to cancel these preferences and apparently is 
not planning to do so. A shortfall in budget revenues on 
account of the granted preferences exceeds $4 billion (R12 
trillion) in terms of duties alone, and considerably more 
taking into account value-added tax and the excise tax on 
imports. Besides, the government exempts from the 
levying of duties and taxes almost $20 billion in foreign 
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trade turnover consisting of centrally exported and 
imported items (loss in duties alone—up to $3 billion). 


The budget does not sufficiently account for the possibility 
of increasing proceeds from privatization, as well as the 
growth of revenues in conjunction with the consolidation 
of off-budget and “ministerial’’ funds in the budget. 
Despite the decisions made to merge these funds, this has 
not been actually done. 


Budgetary Expenditures 


On the whole the budget expenditures are planned to 
increase by a factor of 4.5 compared to 1993 (under the 
comparable calculation method described above), with 
revenues planned to increase by a factor of 7.1. 


State investment from the federal budget comes to about 2 
percent of GDP (even according to initial calculations for 
the budget it came to 3 percent). Priority investment 
programs have virtually not been distinguished in the 
draft. The assistance fund for small businesses and entre- 
preneurship comes to less than one-hundredth of | percent 
of budget expenditures. Out of almost R8 trillion in 
subsidies for the coal industry, only RO.3 trillion is ear- 
marked for a program of reorganization and closure of 
unpromising enterprises; the rest of the amount constitutes 
a grant to the industry to carry out the pay scale agreement 
(wages), to maintain social services facilities, and so on. 
The reorganization fund is not envisioned at all in other 
sectors. Funds allocated for conversion (RO.8 trillion) are 
not an investment in the reorganization of production for 
manufacturing civilian products at defense enterprises, as 
one might think; instead, grants for wages or to maintain 
social infrastructure facilities account for four-fifths of 
these funds. In real terms, proceeds from privatization will 
decline compared to 1993, although last year privatization 
for checks proceeded whereas in the second half of this 
year a transition must be made to privatization at a fee. 


The structure of budget expenditures is inertial in nature 
and appears to be called upon to merely “patch holes” in 
the economy. Of the entire complex of economic policy 
measures, only the policy of restricting state expenditures 
and the growth of money supply is implemented very 
consistently. 


Is the Budget Policy in Line With the Existing 
Situation? 


Some economists might be getting the impression that a 
“victory” over inflation is near: The rate of inflation has 
been falling consistently since August 1993. It appears that 
the objectives set for economic policy will be reached any 
minute. 


Of course, a normal economic situation presupposes stable 
prices or prices growing slowly (up to 10 percent a year). 
However, is the direct path toward the goal always the 
best? 


As a result of consistent policy, in the fall of 1993 enter- 
prises have for the second time since 2 January 1992 ended 
up in a situation of rigid financial restrictions. Two years 


FBIS-USR-94-048 
5 May 1994 


ago enterprises responded with an increase in nonpay- 
ments, with the volume of production falling slightly. They 
reacted differently at the end of 1993 and the beginning of 
1994. 


Industrial enterprises no longer have the funds to purchase 
raw materials and subcontracted parts, and are forced to 
reduce production. In the fall of 1993 industry experienced 
the most feeble seasonal pickup in all the years of crisis. In 
January 1994 (during the period of traditional seasonal 
stability), there was an unprecedented decline, by 12 to 17 
percent compared to the December 1993 level according to 
various estimates. The decline in one month was virtually 
equal to that for all of 1993! In February the volume of 
industrial production stabilized at the extremely low Jan- 
uary level, thus confirming that the decline in January was 
not random in nature. In the process the volume of 
production in machine building dropped by more than 
one-half compared to January 1993 (according to prelim- 
inary data it fell by one-quarter in industry as a whole in 
the first quarter of this year). 


The worsening financial standing and stoppages of enter- 
prises are bringing about a rapid growth of arrears in the 
payment of wages and forced furloughs for workers. In the 
last five months (October 1993 through February 1994), 
arrears in the issuance of funds for labor compensation in 
industry, construction, and agriculture increased by a 
factor of 5.2, of which in the last two months—by a factor 
of 2.6. As of | March more than 8,000 industrial enter- 
prises had arrears; in February the latter exceeded the 
monthly labor compensation fund at these enterprises by a 
factor of 1.25. A reduction in effective demand by workers 
who have failed to receive wages restricts final demand 
even more. 


Mounting financial difficulties hit the budget like a boo- 
merang: Proceeds from the profit tax are dropping sharply 
(in conjunction with reduced profits), as are those from 
value-added tax (in conjunction with mounting nonpay- 
ments), income tax, and some other taxes. The economy 
ends up in a vicious circle: Failing to receive revenues, the 
budget reduces expenditures, which diminishes the value 
of final demand; this brings about a worsening of the 
financial standing of enterprises, lower profits, and 
growing nonpayments. The knot becomes ever tighter. As 
the results of January and February indicate, even a direct 
tax increase does not bring about an increase in budget 
proceeds; losses due to the deterioration of the economic 
situation are considerably greater. The increase in import 
duties effective 15 March will most likely bring about 
smaller budget revenues due to a reduction in imports. 


Shortfalls in financing for agriculture are one of the 
reasons for a reduction in the planted area. In the fall of 
1993, an area 20 percent smaller was planted in winter 
crops, which will bring about a loss of the crop of approx- 
imately the same magnitude. Planted areas are likely to 
shrink in the spring of 1994, too. This means that there will 
be fewer foodstuffs this year, and they will be more 
expensive. In 1992 and 1993 the slump in agriculture was 
minimal, and this mitigated the deterioration of the eco- 
nomic situation in the country. In 1994 the situation might 
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change, and a reduction in agricultural production will 
accelerate the industrial slump rather than mitigate it. 


The policy of increasing taxes and cutting back on budget 
expenditures will not actually bring about a reduction in 
the deficit. It will bring about a cataclysmic fall in produc- 
tion, deterioration of the financial situation in the 
economy, and a surge in the budget deficit; paradoxical as 
it may be, as a result of this policy revenues will grow 
(inflation!) conspicuously slower than expenditures. 


The general economic situation in Russia obviously dete- 
riorated sharply at the end of 1993 and the beginning of 
1994. In this situation, the government prefers to pretend 
that nothing special is happening. However, if the deteri- 
oration continues at the same rate, the most elementary 
projecting methods result in an estimated slump in 
industry of more than 30 percent, i.e. almost by a factor of 
1.5, rather than 8 percent (as in the original projection of 
the government), 12 percent (as in the revised projection), 
and not even 20 percent (as in the pessimistic projection)! 


Let us recall that the president’s Budget Message for 1993 
submitted to the Supreme Soviet contained the following 
macroeconomic projection: inflation—a factor of 3.4 
during the year, slump in industry—7 percent, budget 
deficit—7.2 percent of GDP and about 25 percent of 
expenditures. The actual numbers for 1993 were: infla- 
tion—a factor of 10, slump—16.2 percent, budget defi- 
cit—10.5 percent of GDP and about one-half of expendi- 
tures (and then only at the price of rigid restrictions and 
debts of the budget carried over into 1994). 


If we look at the 1992-1993 situation as a whole and try to 
distinguish the principal causes of this profound fail in the 
volume of industrial production (just under a factor of 2), 
we can distinguish two causes—a reduction in investment 
and a loss of sales markets. 


The government projects a further decline in investment 
for 1994. Indeed, there is no hope that investment will 
grow under the stated policy. Undoubtedly, investment 
from the budget will be extremely limited (in conjunction 
with attempts to achieve inflation-control goals). Fol- 
lowing the events of 21 September-4 October 1993, the 
investment climate for domestic, to say nothing of foreign, 
private capital investment is extremely unfavorable in 
view of sharply higher political risk. This is why new 
decisions will be needed in order to stabilize the volume of 
investment—yet another revision of the cost of fixed assets 
of enterprises, the expansion of centralized credit provi- 
sion through government channels, or an increase in the 
budget deficit. 


Between 1989 and 1993 Russia successively lost tradi- 
tional markets for the sale of its products. The markets of 
the former socialist countries were lost from 1989 through 
1991 in conjunction with the disintegration of the Council 
for Mutual Economic Assistance. The markets of the 
former Union republics were lost in 1992 and 1993 in view 
of the deliberate liquidation of the united ruble zone by 
Russia. Finally, in 1993 Russia began to lose its own 
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domestic market in conjunction with the policy of stabi- 
lizing the exchange rate of the ruble in the environment of 
high inflation: Imported products are crowding out the 
domestic producer. 


The Budget as an Instrument of Economic Policy 


It is impossible to bring inflation in the Russian economy 
down in the short term; its roots are profoundly institu- 
tional and structural in nature. Regardless of the will and 
wishes of reformers, the Russian economy has entered a 
phase of fluctuations which is known in economic science 
under the name of “stop and go” [rendered in English in 
the original]: Periods of stricter monetary policy give way 
to periods of relaxation. This sets a certain cycle in the 
economic and political life of the country. However, in this 
instance it is necessary to feel quite clearly the change in 
policy from “stop” to “go.” In late 1993 and early 1994 
this change is obviously due. Persisting in the “stop” 
policy is bringing about an ever greater slump in produc- 
tion in industry and agriculture, deterioration in the struc- 
ture of the economy, stoppages at enterprises, and rapid 
growth of first hidden and then overt unemployment, with 
all the ensuing social and political conflicts. 


We consider institutional and structural transformations 
in the economy against the background of relatively stable 
and predictable budgetary and monetary policies of the 
state to be the main tasks of economic policy at present, 
rather than fighting inflation. Our main priorities in eco- 
nomic policy should be as follows: 


—growth of state investment (budget and off-budget) and 
incentives for private investment; formation of the 
capital market; 


—incentives for shifts in the structure of production in 
favor of products of final demand and those with a high 
degree of upgrading: 


—support from the state for reforms in all sectors of the 
economy. 


To properly devise the budget for 1994 it is first of all 
necessary to build into it a realistic, realizable macroeco- 
nomic projection designed with the likely influence of the 
economic policy of the state taken into account. 


In view of the worsening macroeconomic situation in 
Russia at the beginning of 1994, a minimum task should be 
set before the budget for 1994: to strive to refrain from 
worsening the main macroeconomic characteristics com- 
pared to last year. The impatient aspiration to improve 
these characteristics quickly has already resulted in a 
cataclysmic slump in industry. This is why, in view of the 
results of the first quarter of 1994, the deterioration of the 
indicator of the industrial slump can no longer be avoided. 
It is realistic to proceed from the statistic of decline in 
industrial production of 20-25 percent this year (that is, 
the maintenance at the end of the year of the level of 
production of the first quarter of this year). 


For the most part, the state is left with the device of 
funding out of the deficit in order to slow down the fall this 
year. This device should be used. Of course, in the process 
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it is necessary to contain inflation within certain limits, for 
example, 15-20 percent per month this year, with this 
plank subsequently being reduced yearly. 


It would be necessary to use the secured “respite” in 
fighting inflation in order to develop reforms in the 
principal sectors of the economy. 


This is how a budget for 1994 which would reflect such an 
economic policy could look in terms of the principal 
economic parameters. 


The revenue base should be real. This means that, on one 
hand, the standard of collected taxes should not be over- 
stated, and on the other, it will be r. cessary to take full 
advantage of the potential to augment revenues. Unfortu- 
nately, the possibilities for increasing revenues are few. 
Most of them are associated with foreign economic oper- 
ations—revision of the volume of product transactions to 
meet state needs (it is necessary to sharply reduce it), as 
well as compliance with the requirements of the Law “On 
the Customs Tariff’ with regard to the cancellation of 
preferences in export and import operations. However, the 
cancellation of preferences will likely necessitate a partial 
increase in directed grants and state investment, which will 
be included on the expenditure side of the federal budget. 
It is necessary to think over the possibility of increasing 
proceeds from post-voucher privatization. It 1s necessary 
to consolidate most off-budget funds within the federal 
budget, with their expenditure side analyzed. Of course, it 
is necessary to step up monitoring of the collection of 
taxes, as well as export and foreign exchange controls. 


The proportion of state expenditures in the budget for this 
year should be approximately at the same level as in 1993, 
and a little higher—in proportion to the growth of budget 
revenues. This puts the size of the budget deficit at 40-50 
percent of its expenditures. 


However, with a view to ensuring a turnaround in the 
future, it is necessary to change the structure of the 
expenditure side of the budget: Expenditures should be 
increased for items that will produce real returns in the 
long term. 


This is primarily investment. It is necessary to make 
investment in keeping with the special-purpose federal 
programs developed by the Ministry of the Economy. In 
this instance it is better to follow the path of increasing 
financing for already approved investment programs 
without starting new ones, and of concentrating invest- 
ment on construction sites that are close to completion. Of 
course, it is necessary to improve the quality of the 
development of such programs, taking into account world 
experience of project financing and perhaps with technical 
assistance from international financial organizations. In 
addition, investment along the lines of joint financing of 
special-purpose programs of local budgets is promising, as 
well as joint financing with the private sector (primarily 
but not only in housing construction); the latter is partic- 
ularly significant for enlivening investment activity. Fed- 
eral investment should not come as a grant in the course of 
joint financing; it is necessary to record it as a share of the 
property of the enterprise being built (retrofitted), with the 
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possible privatization of this share in the future. The 
mechanism for financing the difference in interest rates on 
long-term loans out of the budget may be used more 
actively. Measures of state support for the development of 
a capital market are necessary—a reduction in taxes on 
operations with securities, incentives for an active invest- 
ment policy on the part of state and nonstate institutional 
investors, and the creation of an infrastructure for the 
development of investment projects (investment banks 
and companies, a change in the direction of work of the 
Committee for the Management of State Property, and so 
on) etc. 


Second, there are expenditures for real reforms. This is 
support for small businesses (for example, the budget fund 
could be increased by a factor of 50 to 100), an increase in 
the fund for enterprise reorganization in the coal industry 
and the creation of a similar fund for enterprises from 
other industries; a state program for voluntary enterprise 
bankruptcies; realistic conversion programs associated 
with the reorganization of production; active shaping of 
the labor market; reorientation of the privatization process 
away from distribution of property by checks toward 
holding auctions and investment competitions (won by 
those who want to invest the most); incentives for exports 
and import substitution, and many other things. 


Third, these are appropriations for science, culture, edu- 
cation, and health care—not an increase in expenditures 
for all items in these sectors but rather financing for 
reforms in them: a transition to funding mostly scientific 
projects rather than institutes; incentives for a transition to 
insurance-based health care; tax exemptions for noncom- 
mercial activities, and so on. Finally, appropriations for 
defense should be used to mitigate the consequences of 
already planned reductions in the strength of the army and 
its transition to a greater degree to the professional prin- 
ciple of organization; changes in the structure of the state 
defense requisition; and meeting disarmament obligations. 


Much of what has been described here can and should be 
done as early as in the 1994 budget. We propose to reject 
in the first reading the draft 1994 federal budget submitted 
by the government and to return it to the government for 
revisions. One month could suffice for the government to 
do this. It would then be possible to manage to approve the 
budget before the beginning of the third quarter in view of 
the fact that the budget for the second quarter has already 
been approved, and that the specially developed acceler- 
ated procedure for approval of a budget by the Duma takes 
40 days. 


In view of the sharply higher instability of the economic 
situation in Russia, the real lead time in budgetary plan- 
ning comes to one or two quarters. This is why it can be 
recommended that the government submit to the Duma a 
budget for the third quarter or for the second half of the 
year. Correspondingly, quarterly reports on implementa- 
tion of the budget should be submitted (as of today even 
the 1992 report has not been submitted to the Duma, to 
say nothing of the first quarter of 1994). 
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It is necessary to consider the federal budget together with 
other fundamental decisions on economic policy— 
confirmation of the Main Directions for Monetary Policy 
and the reports and budgets of the off-budget funds. 
Besides, a macroeconomic projection and calculations for 
the consolidated budget (that is, those with the drafts of 
regional budgets) in primary form are needed within the 
Budget Message in order for a decision to be made. 
Unfortunately, not one of these documents has been 
submitted for consideration by the Duma so far. 


x“** 


The 1994 federal budget is unacceptable in the form in 
which it was submitted. It is too harsh for our economy, 
which is still ailing. If the budget were rejected in the first 
reading, with precise recommendations given for revising 
it, a forward-looking economic policy could be started as 
early as the second half of 1994. The 1995 budget could 
then be developed proceeding from the accomplishments 
of 1994. Of course, we could hardly expect a quick 
improvement in the socioeconomic situation. However, it 
is important to embark on a path that leads out of the abyss 
as soon as possible. 


Deputy Social Protection Minister on 
Socioeconomic Policy 


944F-0733A Moscow SEGODNYA in Russian 
12 Apr 94 p 10 


[Article by Yevgeniy Shlemovich Gontmakher, deputy 
minister for social protection of the Russian Federation 
and candidate of economic sciences, and Tatyana Yugay, 
chief analyst of the Analytical Center for Socioeconomic 
Policy of the Office of the President of the Russian 
Federation and doctor of economic sciences: ‘Social 
Policy: In Which Direction To Navigate?”’} 


[Text] “The need for the creation of truly targeted social 
protection has long been urgent and overdue even. Its 
nucleus should be composed of personal work with everyone 
who appeals for assistance.” 


The social sphere in the best socialist times was the 
unloved stepdaughter of the military-industrial complex, 
and now her wicked sister—financial stabilization, which 
is aiming to cut the already scant expenditure on social 
needs—has shown up. And as always when it comes time 
to tighten the screws, it is the people who are left carrying 
the can. Yet the social sphere is the space of people’s direct 
vital activity, of our sole and unique life, which we want to 
live not just any old how, roughly and in haste, but with 
dignity, and if not as in civilized countries, then with 
minimal conveniences, at least. 


Meanwhile our country is increasingly becoming an 
extremely unpropitious and even dangerous sphere of 
habitation. A threat to the health and normal reproduction 
of the population has been created. In the last three years 
alone the birthrate has fallen from 13.4 to 9.2 per mill, and 
mortality has risen from 11.2 to 14.6 per mill. As a result, 
society 1s becoming depopulated: In the past year alone it 
declined by 300,000. The natural population decrease has 
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become particularly threatening in Central Russia. Mor- 
tality at the able-bodied age is increasing at a preferential 
rate, and, what is particularly alarming, the already high 
child and infant mortality is growing also. 


The sanitary-epidemiological situation has deteriorated. In 
the past three years alone morbidity from diphtheria has 
increased by a factor of 12.3, from measles, by a factor of 
4.1, typhoid, 1.5, and tuberculosis of the respiratory 
organs, by a factor of 1.3. The growth of infectious diseases 
is a direct consequence of the deterioration in the quality 
of food and the sanitary state of the cities and villages. 


The situation in the sphere of nature conservation [as 
published; possible misprint for “occupational safety’’} is 
particularly inauspicious. Injuries are sustained in industry 
and agriculture annually by 400,000 workers, of whom 
15,000 become invalids, and 8,000 die. One out of every five 
working persons works under conditions that do not con- 
form to sanitary-hygiene standards, which has led to a 
doubling of occupational illness in the past five years almost. 


Thus the disregard for the social constituent of the process of 
reform of the economy has brought the nation to the brink of 
physical survival. We could present a long list of factors that 
have reduced the people to such a life. But ultimately they 
have all been brought about by the absence of a unified 
comprehensive social policy, which has made the latter a 
gratis and optional supplement to macroeconomics. 


The social ministries work in an emergency first-aid mode 
and, lacking a concerted action program, distribute mone- 
tary resources to those who have become adept at lobbying in 
the corridors of power or who are able to loudly make their 
presence known. The miners began it, it was continued by 
the air-traffic controllers, teachers, and doctors. But there are 
also categories of working people which could hardly attract 
attention to themselves by shouting or strikes. Science, 
culture, and so forth are quietly becoming extinct. 


Now, when the original shock following the proclamation 
of the election results has passed, there is no shortage of 
miraculous prescriptions of a painless reform of the 
economy, up to and including the resuscitation of state 
regulation (read: control). One of the best examples of this 
genre is, for example, the infamous report prepared by the 
Russian Academy of Sciences Economics Department. 


The authors of the report proclaim a transition to a socially 
oriented market economy; we will leave the marketeers to 
judge the ‘‘marketness” of their proposals, but as regards 
the “socialness,” things are not, to be blunt, that dazzling. 
In so bulky a report merely one paragraph each is devoted 
to such components of social policy as assurance of a 
subsistence minimum; housing reform: pensions and a 
“reinforcement” of the system of social allowances; food 
assistance for the particularly vulnerable categories; credit 
for young people; reorganization of the system of health 
care; preservation of the gratis nature of basic types of 
education; the fight against unemployment. The main 
defect of the report is the absence of specific mechanisms 
of a solution of these burning social problems; there are not 
even the most elementary calculations as to how much this 
would cost the treasury and the taxpayers, and the specific 
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sources of funding are not indicated. Without such eco- 
nomic computation the above-mentioned measures will 
remain merely good intentions, and the road to hell is, as 
we all know, paved with these. 


The proposal for the completion of the elevation of the 
minimum wage and social payments to the subsistence 
minimum no later than the first half of next year, 1995, 
sounds very beguiling, for example. Is this feasible, if it is 
considered that the minimum wage now constitutes 25 
percent of the subsistence minimum. 


The report points to the need for the government’s establish- 
ment of some “socially permissible level of unemployment,” 
but how is it to be measured? For Russia as a whole this is a 
‘mean hospital temperature.” Each city and each commu- 
nity have their own employment situation. Instead of arm- 
chair discussions of figures, would it not be better to concen- 
trate on the elaboration of a program of a restructuring of 
employment, the creation of new jobs, and the development 
of a system of the training and retraining of personnel? The 
report makes absolutely no mention of such most important 
areas of social policy as incomes policy (the interlinkage of 
the various types thereof, the principles of fixed-income 
indexation, the formation of wages as the price of manpower, 
and so forth); formation of a labor market; the organization 
of targeted social protection; social partnership; the princi- 
ples of the delineation of responsibility in the pursuit of 
social policy between the federal and local levels; stable 
financial support for social programs. 


What, in our view, should the program minimum of social 
policy for the coming years represent? 


It is necessary first and foremost to proceed from the fact 
that any state should guarantee such things as minimum 
wages and pensions and free generally accessible health- 
care services, education, and culture. An increase therein 
in line with the increase in economic possibilities would be 
guaranteed here also. But not directively but merely given 
objective signs of a real improvement in the situation. In 
1994, for example, the minimum remuneration under all 
conditions will be maintained at the level of 50 percent of 
the subsistence minimum. This figure could be increased if 
against the background of a steady reduction in inflation to 
5-7 percent a month an increase in real persona! income 
were to begin. The next step could be taken when real 
income is restored to the level of the end of the 1980's. 


It has long been time to introduce into Russian practice such 
a concept as the “social budget.” This means that the person 
in the government to whom responsibility for social policy is 
entrusted would have at his disposal a sizable part of the 
budget pie. As for how to divide it among the various 
areas—this would be the internal concern of the social bloc 
of the government. Supplementary to this it would be 
necessary to strictly defend the ‘‘social budget” itself against 
the military-industrial, agrarian, and other lobbies. 


Closely linked with this is the question of how to distribute 
the “social budget” between the center and the regions. 
There would have to be precise mechanisms and agree- 
ments here, evidently. 
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The responsibility of the localities in the pursuit of social 
policy should be bolstered also by the communication of a 
uniform wage scale of an exclusively recommendatory 
nature. This would afford the regions an opportunity with 
regard to local specifics to allocate resources indcpen- 
dently and with sufficient flexibility for unblocking bottle- 
necks from both a sectoral and intraregional angle. This 
selective influence on the sore points of the publicly 
funded sphere would make it possible to sharply enhance 
the efficiency of the use of funds for remuneration. 


If we are speaking of an incomes policy as a whole, 
however, the regulatory role of the state should under 
present conditions shift primarily to the sphere of the 
taxation of personal income, being manifested in the 
rigorous, even repressive, withholding of the taxes speci- 
fied by legislation and also in a temporary increase in the 
rate of taxation of high and super-high personal income. 
This would make it possible to replenish the revenue side 
of the budget and slow somewhat the property stratifica- 
tion processes. 


The need for the creation of truly targeted social protection 
has long been urgent and overdue even. Its nucleus should 
be composed of personal work with everyone who appeals 
for assistance. If the applicant is able-bodied, work would 
be found for him, or he would be sent on courses to acquire 
a trade. For people with limited employment opportunities 
(women with small children, the handicapped) special jobs 
would be created. The beamed allocation of credit to 
families, young ones particularly, and the utmost encour- 
agement of small-scale enterprise should be part of the 
arsenal of active means of social protection. 


Those, on the other hand, who are incapable of catering for 
their well-being by their own labor must be paid—in a 
strict linkage with their material situation—allowances, 
compensation—and accorded privileges, free food, and so 
forth. A system of the ascertainment of and assistance to 
those who for objective reasons are not in a position to 
independently make their calamitous position known 
would be developed together with this. 


The principles of the specificity of social protection are 
being introduced quite successfully in a number of Russian 
regions. A striking example are Voronezh and Nizhegorod 
Oblasts, where practically each needy family obtains 
entirely specific assistance from the local authorities. 


In conclusion we would like to share our apprehensions 
about the fact that the real result of the castling which has 
occurred in the power structures since the elections could 
be not an improvement in Russians’ materia! position but 
satisfaction of the political ambitions of numerous party 
leaders. Yet on 12 December the electorate sent them an 
unambiguous message, which says that if the social sphere 
continues to be ignored by politicians, VVZh will be the 
second president of Russia. The results of the Federal 
Assembly elections should be seen as a first call, and the 
second call—general strikes and acts of civil disobedi- 
ence—could be heard very soon and very menacingly. 
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‘Serp i Molot’ Plant Director Upbeat on 
Enterprise’s Status 


944E0735A Moscow MOSKOVSKAYA PRAVDA 
in Russian 8 Apr 94 p 1 


[Report on interview with Serp 1 Molot General Director 
Nikolay Izvekov by B. Dmitriyev under the rubric 
“Rumors”; place and date not given: “ ‘Serp i Molot’ Is 
Doing Fine”’} 


[Text] There are a lot of rumors everywhere. Including in 
Moscow. Just recently, for instance, it was said that one of 
the largest Moscow plants—Serp 1 Molot—is about to be 
shut down. Well, rumors they may be, but the workers 
became concerned: Are we being thrown out onto the street? 
It is not difficult to guess what panic may cause at an 
enterprise. Who benefits from inflaming the situation? 
MOSKOVSKAYA PRAVDA correspondent posed this 
question to Serp i Molot General Director Nikolay Izvekov. 


“| have to disappoint the sensation lovers: Nothing terrible 
is happening at the plant,” Nikolay Yakovlevich said. “On 
the contrary, after a certain decline in production, it is on 
the rise again. Although, of course, we have our share of 
problems. We had some unpleasant things happening 
before the plant stockholders’ meeting. Somebody was 
spreading the most outrageous rumors that the enterprise 
had been sold to “third parties.‘ In reality, outside com- 
panies, which are the source of the rumors, did attempt to 
buy a controlling share of Serp 1 Molot stock. For instance, 
ChIF [voucher investment fund] Partnerstvo purchased at 
preferential prices from plant employees about 15,000 
shares and attempted to place their man on the board of 
directors. Fortunately, we managed to keep outside com- 
mercial operators from participating in running the met- 
allurgical plant, where incompetent people are simply 
dangerous. Actually, I can tell you with certainty that 
Partnerstvo has little interest in our production. What 
attracts this firm is a different juicy morsel—huge com- 
mercial space that may be used as warehouses...” 


According to Nikolay Izvekov, after unsuccessful attempts 
to place themselves on the plant joint-stock company’s 
board of directors, the investment fund management 
began sowing panic among employees. In addition, clearly 
paid-for articles about the plant’s unstable situation 
appeared in the “yellow” press. 


“Right now we need to reassure the workers,” continue 
Nikolay Yakovlevich. “Because there are no serious rea- 
sons for concern. We are working successfully, installing 
state-of-the-art technologies, and are not even considering 
selling any of the plant’s property. And anyway, how could 
one of the plants most needed in the country be sold? If we 
stop production, the entire radio, automotive, and watch- 
making industry will immediately grind to a halt. Every- 
body needs high-quality steel, which is produced at only 
two or three enterprises in Russia.” 


Unfortunately a small part of the collective did fall for the 
temptation offered by commercial operators and sold their 
stock. However, in the opinion of the Serp 1 Molot manage- 
ment, the block of shares purchased by ChIF Partnerstvo is 
several times smaller than the controlling share. So there is 
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no reason to worry. The metallurgical giant still belongs to 
the workers and produces the output we all need. 


Benefits, Drawbacks of State-Owned Enterprises 
Viewed 

944E0735B Moscow IZVESTIYA in Russian 

15 Apr 94 p 4 


[Article by IZVESTIYA correspondent Sergey Zhdakayev: 
“Are State Enterprises Good for the State? Production 
Democracy’s Hopes and Disappointments”’} 


[Text] Tula—Vladimir Dronov and Yuriy Tarasov came to 
be plant top managers through the same scenario— 
elections. 


At the end of the 1980's, in the fashion of the times, the 
combine plant was electing a director. Yu. Tarasov, who 
by then was already the plant’s acting general director, lost 
the election. The job went to V. Dronov, deputy director of 
a neighboring plant—an outsider, so to say. 


Tarasov, however, survived the blow and a year later had 
his revanche at the Tula Railroad Machinery Plant, 
coming in ahead of seven contenders there. 


Apparently, new ideas sound more convincing coming 
from a new person. Or perhaps it is true that no man is a 
prophet in his own land. 


Now the era of production romanticism is becoming a 
thing of the past. Euphoria is being replaced by the 
rational, and emotions—by calculations. At recent stock- 
holders meetings of the Tula Armory Plant [TOZ], for 
instance, the delegates expressed no-confidence in out- 
siders and rather unanimously voted for the old director, 
N. Maslennikov. 


True, the results of the meeting are currently being chal- 
lenged. Opponents contend that the law was violated. But 
this no longer incites previous passions. Commenting on 
these disputes, a local newspaper offers the conclusion that 
“the idea of elected management has exhausted itself. We 
have left this stage behind. And democracy does not apply 
here.” 


The paper also speaks rather skeptically of privatization, 
comparing it with collectivization. As to the stockholders 
meeting, it goes so far as to call it ‘a wake for the old 
TOZ.” “Now it is a joint-stock company, which is doled 
out puny crumbs from the budget, and the collective must 
look for a way out on its own.” 


Does this mean that the longed-for economic indepen- 
dence has lost value in the eyes of the people and even has 
become a cause for condolences? 


Ruble Equivalent of Freedom 


Generally speaking, the sad fate of a collective which “has to 
look for a way out on its own” does not evoke particular 
sympathy in the hardened hearts of the public. Therefore a 
trump card in the arguments against privatization is that it 
allegedly impoverishes the state, depriving it of its riches, the 
treasury—of revenue, and the people—of social protection. 
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This argument seemingly even is supported by the eco- 
nomic situation. The year 1994 began with delays in 
payments to budget-financed organizations. 


But is privatization the culprit? In Yu. Tarasov’s opinion 
the reverse is true. “When I came to Zheldormash [railroad 
machinery plant], the plant was nothing but a burden for 
the state, producing |! million rubles [R] of output and not 
contributing a kopek to the treasury. Because there was 
only one type of tax then—profit tax. At the same time, it 
received RI million a year from the treasury in the form of 
subsidies. Since converting to joint-stock holding we have 
not received a kopek from the budget, while we paid more 
than R1.5 billion last year alone in the form of taxes. So | 
ask: Which is better for the state?” 


It was exactly privatization, in Yu. Tarasov’s opinion, that 
provided the plant with an incentive to modernize produc- 
tion. The Zheldormash put into production new track- 
repair machines, which the railroad industry has 
“accepted” and gladly buys, and opened a new furniture 
production facility, creating 300 new jobs in the process. A 
considerable part of the profit goes into expansion of 
production. In the environment of general decline, Zhel- 
dormash increased its output by 20 percent. It managed to 
allocate some money for social needs as well: It built a 
144-apartment house, purchased two buildings in a recre- 
ation facility on the Oka River, and built a heated stadium 
and soccer field. 


Of course, the insolvency crisis is affecting Zheldormash, 
too, but not to such an extent as, for instance, the combine 
plant. 


The Dead Grab the Living 


The 12,000-employee Tula Combine Plant [TKZ] was 
officially considered a flagship of national agricultural 
machine-building. Although strictly speaking it built not 
combines but headers. Combines were made at Rostsel- 
mash [Rostov Agricultural Machinery Plant], while the 
lula flagship supplied header components for it. 


At the beginning of the 1980's the TKZ, following Rostov’s 
footsteps, began modernization, which cost (according to 
official data) R414 million (today the same figure would be 
expressed in billions). Tula was supposed to put into produc- 
tion headers for Don combines—90,000 units a year. 


The plant was declared an all-Union shock-labor Komsomol 
[All-Union Leninist Communist Youth League] construction 
project. Eyewitnesses maintain that the entire oblast con- 
struction complex worked on the TKZ modernization 
project. Equipment was brought mostly from Japan and 
Germany, and additional workers from Ashkhabad ((Ashga- 
bat)) and Tashkent. Venerable elders were brought in by 
plane from far and near mountain villages. 


As the project neared completion, however, it came out 
that an error had found its way into the calculations of the 
modernization project’s authors: The battle for the harvest 
did not need 90,000 headers—16,000 would be enough. 


After modernization—which, by the way, was never com- 
pleted—the plant was left with R45 million worth of 
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unneeded Western equipment and special-use equipment 
for the production of wide-cut headers that cannot be 
modified. “Good-bye to people’s money invested in mod- 
ernization,”’ the transformation plant newspaper 
KOMBAYNOSTROITEL in the beginning of 1990 
summed up dejectedly. 


The discovery was unsettling. New times were already 
knocking on the door, while the plant was firmly posi- 
tioned to become a drain on the treasury. And since the 
treasury was getting increasingly emptier day by day, the 
plant, according to its newspaper, “‘kept beating on the 
door of its ministry begging for another handout.” 


Correctly appraising the situation, Dronov promised the 
collective “to rid ourselves of the demeaning role of 
Rostselmash appendage,” to retrofit the plant for the 
production of profitable and prestigious goods, and gain 
economic independence. This earned him victory at the 
elections. 


Some consider it a Pyhrric victory, though. Dronov did 
break out of Rostselmash’s grip. Instead of harvesters, the 
plant is producing hitch-on combines, woodworking 
benches, electric motors, carts, and other apparently 
needed goods which were expected to ensure profits and 
hence economic independence. 


So far, however, the expected profit—and independence 
with it—has proven elusive. The products are not selling 
well. Some because of the low purchasing capacity of 
agricultural consumers; others are not competitive; still 
others are not produced in enough quantity to generate real 
income. As a result, the plant today owes banks more than 
R7 billion, which is, in expert estimates, equal to almost 70 
percent of the value of its property. Workers have not been 
paid for four months; the budget does not get any tax 
revenue. Unpaid liability amounts to R730 million. “In 
the current economic situation,” admits Dronov, “we 
cannot do without credits.” He means, of course, prefer- 
ential credits, which strictly speaking are budget subsidies. 
At the end of last year the situation at the combine plant 
was discussed in the government. Dronov was promised 
R5 billion, which he never got. “It is a paradox,” said one 
of Dronov’s colleagues commenting on the latter’s request. 
“In the past everybody dreamed of economic indepen- 
dence; now they demand help from the state. But if you are 
independent, what right do you have to ask for it? The 
price of freedom is business activities, a new financial 
strategy, and perhaps even deprivation.” 


Does History Repeat Itself? 


The first stockholders meeting at the combine plant is 
scheduled for May. Dronov is facing elections again. 
Except that now the decisive vote will come mainly from 
buyers, not stockholders. This is the substance of true 
economic democracy. Voting by their hard-earned rubles, 
consumers have no mercy on failing producers. And the 
task of the meeting’s participants is to register and carry 
out their will. 
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Plant Economist on Causes of, Solutions to 
Economic Crisis 

944E0751A Moscow RABOCHAYA TRIBUNA 
in Russian 27 Apr 94 pp 1-2 


[Article by V. Kokorin, automated assembly line plant 
economist: “‘Either There Isn’t Enough Money, or Else 
Not Enough Sense . . .’: Releasing Prices to Stimulate 
Production and Then Cutting Production to Ease Inflation 
Is Insanity, not Economic Policy, Says Plant Economist” 


[Text] The nonpayments crisis that has struck our economy 
is a Russian variation on the overproduction and market 
crisis characteristic for a market economy. Here, as in the 
general case, insufficient income and demand from the 
majority of the population lie at the base of the crisis. It was 
inevitable that our production would get into a market crisis, 
because the structure of our production was designed for a 
weak differentiation in incomes. As soon as that differenti- 
ation increased, as soon as the incomes of some increased 
and others decreased accordingly, then it was immediately 
obvious that some of output was not finding a market. 


Large incomes are spent completely differently from small 
ones. And when some found themselves unable to buy 
furniture, clothing, and expensive foods, others found they 
needed real estate, Mercedes, and even private account in 
a foreign bank. 


Demand has dropped in the mass market and increased in 
the elite market. If we had a closed economy, then the 
increase in demand for elite goods would lead to an 
increase in their production, thereby stimulating general 
economic growth. Imports got in the way, though. The new 
bourgeoisie, naturally, preferred higher quality foreign 
goods. On the other hand, the mass market was swamped 
by imported consumer goods and food, which exacerbated 
the market crisis for our own output that had already 
broken out. 


The majority now cannot buy imported goods to the extent 
they used to buy their own. The former are not cheap 
enough to compensate for the population’s declining pur- 
chasing power. Partially for this reason, imported con- 
sumer goods and foods enjoy a demand because the 
majority of the population has become so poor. Who, say, 
would prefer imported oil to our own Vologda oil if their 
income hadn’t dropped? 


It is not quality, however, but our poverty—this is mainly 
what has made imported consumer goods and food com- 
petitive. We are getting goods intended for third world 
countries, for nations that don’t sneer at them. In the first 
quarter of this year alone, of the imported meat and 
sausage products inspected by the State Trade Inspec- 
torate, nearly 60 percent were rejected, as were over 70 
percent of the alcoholic beverages and more than 40 
percent of the tea and coffee. 


A piquant situation has come about. The poverty of the 
majority of the population has made it profitable to import 
cheap goods that have no demand abroad because of their 
low quality. The reverse is true as well: the huge incomes of 
a minority have made it profitable to import goods that do 
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not enjoy great demand in the West, since they are too 
expensive. Whereas our output has proved less than com- 
petitive on the mass or the elite market. 


The overproduction and market crisis is being aggravated 
by the sharp cut in what are socially absolutely essential 
State expenditures. The budget deficit is no testimony to 
the fact that they are too great. Unlike years past, the 
budget deficit today is the consequence of low state 
income. Not that long ago, the state comprised a powerful 
military-industrial complex and generously financed sci- 
ence and education, whereas today there is no money for 
anything. Naturally, the social product has been cut. But 
expenditures for defense, science, and education have been 
cut even more. The only item that has increased is the cost 
of maintaining the state apparatus. This latter, however, 
comprises a relatively small portion of total expenditures 
and do not affect the financial situation substantially. 


The actual reasons for the budget deficit are well known: 
the loans to commercial banks at a negative interest rate, 
that is, for all intents and purposes, subsidies. This is the 
transfer into private hands of income from export-import 
operations; this is uncollected taxes from merchants and, 
naturally, the export of capital on an unprecedented scale. 


The flourishing of trade and banking structures costs 
society dear. Maximally high taxes on producers does not 
help, and an extremely harsh financial policy with respect 
to production is not going to save the situation. 


Financial policy in the sphere of turnover has turned out to 
be too soft. If the public funds that now go into trade and 
banking capital were to go into state income, we would now 
have the healthiest budget in the world—that is how mightily 
the country’s population has been robbed in these years. 


They are keep insisting on trying to convince us of the need 
to live within our means. This is a rather banal truth. In 
fact, however, we are being forced to live much worse than 
the funds available would allow, to spend on defense, 
science, education, and the rest much less than what 
society's cash resources make possible and what ts abso- 
lutely essential for the satisfaction of society’s needs. 


The nonpayments crisis is going to continue to intensify 
until the demand for output is cut both on the part of the 
population and on the part of the state. This is what our 
radical reformers ought to have in mind if they really do 
intend to halt the decline in production. But are they aware 
of the scale and complexity of the task? 


A monopolized economy has a long hard time coming out 
of a crisis. By way of illustration, one could cite the United 
States. In 1929, a crisis broke out, but there was no 
improvement until the very beginning of World War II. 
Whereas our market has been deformed to a greater degree 
than during America’s Great Depression. 


The government is preparing draft documentation for the 
introduction of a bill of exchange circulation. This 1s what 
the Finance Ministry sees as the final solution to the 
nonpayments problem. But who, one might ask, 1s going to 
honor a bill of exchange from our goods producers? The 
commercial banks? Possibly. But only on condition that 
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the Central Bank is obligated to do a stock-taking of these 
bills of exchange. But this means inflationary financing, 
the emission of money not secured by goods. The bill of 
exchange is no salvation where the final solvent demand is 
limited and dropping. 


In order to overcome this overproduction and market 
crisis, which is classic by its very nature, and which has 
been called the nonpayments crisis here, it is essential first 
of all to limit the differentiation in incomes, what is called 
in the West an incomes policy. 


Think of F. Roosevelt. In a message to Congress in June 
1935, he proposed introducing a progressive tax on major 
wealth and corporate profits. Congress approved the bill. 
In the West, people realized long ago that excessive con- 
centration of wealth at one pole and poverty at the other is 
the basis for economic crisis as well as social conflict. 


Meanwhile, in our country, not only is no sensible incomes 
policy being carried out, on the contrary, here everything is 
being done for the fantastic enrichment of a minority and 
impoverishment of the majority. This does not exclude 
other causes for the nonpayments crisis. The government 
is constantly delaying the repayment of debts to agriculture 
and the fuel and defense industries and violating budgetary 
discipline for science, education, and culture. Meanwhile, 
all social and economic expenditures are being ascribed to 
the necessity of fighting inflation. 


There is some logic in this behavior, of course. Our 
economy does not have any natural, internal barriers to 
inflation. This means inflation can be weakened only by 
relying on artificial barriers, which in the final analysis will 
always come down to saving money. 


All this is correct, but unfortunately this is not an instance 
when the end justifies the means. Actually, that’s not even 
so. What the government considers a goal (stable prices) in 
actuality is only a means, whereas the government looks on 
the actual goal (production) only as a means for stabilizing 
prices. Everythi« ynfused in the Oblonskiy house! 
Releasing pric. sake of stimulating production, 
and then cvtit .ction in order to ease inflation, is 
insanity, not econumic policy. 


The problem is not at all a matter of preferring inflation or 
decline but in extricating ourselves from the idiotic situa- 
tion in which we have to choose between inflation and 
decline. This requires the restoration of state control over 
prices. Under our specific conditions, however, this kind 
of control will be sufficiently effective only if control over 
the movement of goods is established simultaneously. 
Right now we do not know, generally speaking, at which 
line between a market economy and a planned economy 
we will be able to halt the decline in production. Nonethe- 
less, we must act without delay. The nonpayments crisis is 
entering its final stage, threatening to paralyze all industry. 
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Businessmen Propose Cooperation with 
Machinebuilding Sector 

944E0751B Moscow ROSSIYSKIYE VESTI in Russian 
12 Apr 94 p § 


[Article by Ye. Temchin, under the rubric “Investments”: 
“Where to Put Capital: In Snickers or Lathes?: Commercial 
Structures Offer Their Assistance to State Enterprises”’] 


[Text] Something seems to be starting to change in our sick 
economy: for the first time a group of major businessmen, at 
their Own initiative, have approached Anatoliy Ogurtsov, 
chairman of Roskommash [RF Committee on Machineb- 
uilding], with an offer to collaborate. It used to be just the 
opposite: Roskommash sought out partners among commer- 
cial structures. But didn’t find any. It is more profitable to 
invest capital in Snickers than in lathes or turbines. There is 
practically no risk in ‘olved, and a speedy accumulation of 
capital is ensured. Machinebuilding is a long and risky affair. 


Russia’s machinebuilding complex finds itself in a very 
difficult position—mutual nonpayments, a lack of working 
capital, difficulties with the market and output, and so on. 
Last year mutual nonpayments and creditor indebtedness 
reached nearly 6 trillion rubles [R!. In January another 
more than R1 trillion was racked up. Tractor and combine 
plants are standing idle; the collectives of our glorious auto 
giants have been put on forced leave; and our lathe 
builders and instrument makers are just barely working. 


One of the instigators of the meeting with the industrial- 
ists, Aleksandr Yefanov, chairman of the board of direc- 
tors of the Mikrodin AO (joint-stock company), stated that 
commercial structures possess sufficient capital to support 
financially several sites of the machinebuilding complex, 
but doing this will require above all strictly selecting, with 
the help of experts, pilot projects for potentially progres- 
sive Output that is certain to be competitive and that will 
enjoy elevated demand on the domestic as well as the 
foreign market. ‘“Mikrodin AO,” he said, “is a happy 
exception. We have no problems with marketing our 
output or with nonpayments.” He explained that it is just 
a matter of the system he put together: NIOKR [scientific 
research and experimental design work]|—financial organi- 
zation—marketing. These are the three whales on which 
the Mikrodin association rests. First an interesting and 
promising project, then a study of its marketing possibili- 
ties, and, after that, its financing. The main misfortune of 
many enterprises is that they do not use this kind of 
system, or in any event they lack the two most important 
links in the chain—marketing and financing. Abroad, 
banks work with industry in the closest possible way. This 
has not been set up here. 


One person who spoke in the wake of the industrialists said 
that work in this direction is our last hope. Someone else 
added that this meeting between financiers and industri- 
alists could become a historic turning point in machineb- 
uilding. In short, fine words were spoken at this confer- 
ence, hopeful words. 


But I sat there and listened and thought that many fine and 
hopeful words had been spoken in recent years, but the 
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reality is much worse. Tens of plants have come to a 
complete standstil!, hundreds are working three or four 
days a week—-there 1s no money even for salaries. The 
reasons for this misfortune are well understood by 
everyone, and there are plenty of plans for getting out of 
this labyrinth, but just which of them will lead us out into 
the bright market future? We are drowning in macropro- 
grams, of which we are periodically informed, but how do 
are they going to be carried out on the microlevel? What 
specific plans are there on this score? 


Anatoliy Ogurtsov, Roskommash’s chairman, told me that 
a few days ago the leaders of the industrial committees, 
famous academicians, and representatives of bankings 
structures had gathered and discussed how to get out of the 
present impasse, and they never did come to a unanimous 
opinion. Each group has its own macroprogram, each of 
which contains good ideas, but they mesh badly. At 
Roskommash they made an attempt to synthesize them. A 
working group of |1 highly experienced financial analysts 
was created. They got hold of “outsider” programs 
(although this is not always easy, we have retained the old 
habit of not showing “outsiders” our “secrets”), subjected 
these programs to painstaking analysis, selected the most 
far-sighted elements, and added their own. 


At the meeting between the machinebuilders and the 
“sharks” of capital, several contradictions were noted in 
the goals of industrialists and financiers. Most important 
to the former, in order for such giants as ChTZ [Chelyab- 
insk Tractor Plant], Rostselmash, and others like them to 
take up work again. was that their investment return 
workers and engineers from their forced leave. The other 
side was interested in something else. The president of the 
inter-branch commercial Resurs Bank, Semen Epshteyn, 
said sternly that bankers were acting in this instance not as 
altruists or as patrons, but were guided above all by the 
desire to defend our market against foreign intervention. 
And there is only one way to do that: by investing in pilot 
projects. But these have to be selected very carefully, not 
only for their technical characteristics but also for their 
marketing possibilitics as well. Banks are not going to 
invest capital in something that the market doesn’t 
demand and that will not vield a definite profit. 
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In his opinion, it makes no sense to invest capital now in 
a tractor or combine giant, because their current mass 
Output is not in demand in the market. All you can do here 
is get bogged down and go bankrupt. It would be another 
matter if there were new developments that were prom- 
ising from a marketing aspect. In that case there would be 
food for thought. 


After the second meeting, Roskommash created in quick 
order its own expert commissions, which must choose 
what they think are the most promising projects. 


These will be subjected to expert banking analysis, and 
then they will see. 


The fact itself is important. For the first time in the years 
of economic reforms, commercial structures have turned 
away from Snickers and toward machinebuilding, which 
never yields quick or large dividends anywhere in the 
world but does ensure the prosperity of all other branches. 


This meeting of young native capital and our old machine- 
building may set off a saving spark. We will have to wait a 
month. That was the deadline set. 


DELOVOY MIR Economic Statistics, 13 Apr 


944E0731A Moscow DELOVOY MIR in Russian 
13 Apr 94 p 4 


[Report by Valeriy Galitskiy, Aris Zakharov, and 
Aleksandr Frenkel, Russian State Committee on Statistics: 
“Production Output and Price Dynamics as of 5 April”’] 


[Text] 
Prices for Consumer Goods and Services 


Over the period 29 March to 5 April 1994 prices for 
consumer goods and services rose by 2.2 percent, including 
for foodstuffs—by 1.4 percent, nonfood items—by 1.9 per- 
cent, and for-fee services for the population—by 11.9 per- 
cent. The highest rate of increases in prices for goods was 
registered in cities of the East Siberian economic region, 
and for for-fee services for the population—in the cities of 
Northwestern, West Siberian, and Far Eastern regions. 


Indices of prices for consumer goods and services in the 
consumer market were as follows (as a percentage of the 
preceding observation date): 












































03/22 03/29 04/05 Average daily price rise 
April March 
Consumer goods and services 102.1 101.8 102.2 0.3! 0.27 
including: a 7 
foodstuffs dT 101.4 101.2 101.4 0.20 0.20 
nonfood items oe _ if 102.8 102.6 101.9 0.29 0.34 
for-fee services for the population | 103.5 101.6 111.9 1.62 0.45 
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Foodstuffs. 
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Over the period 29 March to 5 April prices in organized and nonorganized trade rose by 1.5 percent and |.3 percent. 


Price changes by main categories of food products are shown below (as a percentage of the preceding observation date): 












































Total Including: 
in organized trade in nonorganized trade 

All food products 101.4 101.5 101.3 
including: 

Meat and meat products 100.9 100.7 101.4 
Fish and fish products 101.7 101.7 98.7 
Milk and milk products 102.2 102.9 97.2 
Eggs 100.2 100.4 98.7 
Sugar 99.8 99.8 100.0 
Bread and bakery products 105.8 105.8 

Cereals and macaroni items 103.4 103.4 102.4 
Vodka 99.5 99.5 98.8 
Potatoes and vegetables 104.8 106.1 103.5 














In organized trade, similar to the preceding month, vege- 
table prices rose at an anticipatory rate: onions—by 14 
percent, fresh cabbage—by |! percent, and carrots—by 7 
percent. A high rate of price increases remained with 
respect to bread and bakery products (5-7.5 percent). A 
higher rate of price increases than in March was registered 
with respect to milk products (2.7-5 percent). There was 
practically no change over the week in prices for meat, 
butter, vegetable oil, sugar, eggs, and vodka. 


Similar to organized trade, the greatest price increases in 
nonorganized trade were registered with respect to fresh 
produce: prices for onions went up by 1|1 percent, fresh 
cabbage—by 6 percent, and garlic—by 5 percent. The rate 
of prices rises with respect to meat increased somewhat as 
compared to March (1.4 percent). Prices for milk products 
remained practically unchanged. 


The cost of the consumer basket of 19 basic foodstuffs 
increased over the week by 2.7 percent and as of 5 April 
amounted to 45,500 rubles [R], calculated on a monthly 
basis. The price differential between monitored cities mea- 
sured a factor of 4.0; the highest cost was registered in 
Magadan (R1I22,400) and the lowest—in Ulyanovsk 
(R27,800). In terms of the cost of the consumer basket, St. 
Petersburg and Moscow ranked 33th and 37th among 132 
monitored cities (R49,700 and R49,100 on a monthly basis). 


Nonfood Items 


As in March, prices for nonfood items rose at a somewhat 
higher rate. Prices for some medicines continued to rise at 
a high rate—10 percent. Prices for garments, knitwear, and 
footwear rose over the week by 1.7-2 percent. 


For-Fee Services for the Population 


At the beginning of April rates of for-fee services for the 
population increased considerably. Apartment rents in 
Russia on average rose 23.9 percent; the cost of urban and 


rail transportation—1 5-19 percent, and that of basic resi- 
dential telephone service—1 2-17 percent. 


Rents in municipally owned residential buildings in St. 
Petersburg, Vladimir, Saransk, Kurgan, Blagoveshchensk, 
and cities in Tatarstan increased several-fold. In Surgut 
they jumped from R100 to R255 per square meter. The 
cost of municipal services also went up considerably in 
these cities. 


Urban bus fares in Belgorod, Maykop, Khabarovsk, 
Komsomolsk-na-Amure, and Samara increased by a factor 
of 2.5 to five; rail transportation fares in Orel, Yaroslavl, 
Saransk, Rostov-na-Donu, and Stavropol—by a factor of 
two to 2.5. 


While fees for attending preschool facilities increased in 
Russia as a whole on average by 13.8 percent over the 
week, in Tyumen, Surgut, and Maykop they increased 
more than twofold, and in Voronezh—fourfold. 


Wholesale Prices for Industrial Products 


The index of wholesale prices for industrial products was 
lower in March thin in February, and measured 110 
percent. Over three months of this year (as compared to 
December 1993) prices increased 1 .5-fold. 


In practically all industrial sectors (with the exception of 
electric power generation, nonferrous metallurgy, and 
chemistry) prices rose at a slower pace than in February of 
this year. Prices rose slower with respect to fuel industry 
products. Oil prices increased over the month by 15 
percent, petroleum products—by 6 percent, and coal—by 
8 percent. At the end of March the average price of coal in 
the main coal-producing regions—Kemerovo and Rostov 
Oblasts—amounted to R16,000-18,000 per tonne, and in 
Republic of Komi—R22,000 per tonne; oil in Tyumen 
Oblast—R65,000. Producer wholesale price of gas 
amounted to R5,400 per 1,000 cubic meters, gasoline— 
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R148,000, and diesel fuel—R1 36,000 per tonne. Overall 
over the first quarter, fuel industry wholesale prices 
increased |.7-fold. 


Higher prices for fuel and products of their processing 
continued to affect the cost of electric power. By the end of 
the quarter electric power rates as compared to December 
1993 increased |.6-fold and amounted on average for all 
categories of consumers to about R29 per kw-hour. The 
main increases in electric power rates in March occurred 
with respect to electric power delivered to industrial con- 
sumers and municipal services—by more than 20 percent. 


As during the preceding two months, wholesale prices for 
consumer goods rose at a slower rate than those for 
producer goods, and amounted on average to 9 percent. 
Wholesale prices of milk and meat products increased over 
the month by 7-9 percent. Over the quarter, prices in 
bread-baking, butter-making, cheese-making, and milk 
industry rose by a factor of 1.5-1.6. 


Freight rates at all types of transportation increased by 8 
percent in March of this year, including by rail—by 21 
percent, pipeline—by 11.5 percent, and automotive—by 
7.5 percent. Air freight rates remained practically 
unchanged. 


As compared to December 1993, freight rates increased 
1.8-fold, including rail transport—by 79 percent, pipe- 
line—by 75 percent, and automotive—by 73 percent. 


Industry 


In the first quarter of this year Russian industry produced 
R55 trillion worth of goods in current prices, including in 
March—R21 trillion worth. The physical volume of pro- 
duction declined by 24.9 percent as compared to the first 
quarter of last year (in the first quarter of 1993 production 
declined as compared to the analogous period of 1992 by 
19.3 percent), including by 23.1 percent in January, 24.1 
percent in February, and 27.4 percent in March. 


During the first quarter it became clear that the production 
decline is predominantly of a structural nature. This 
manifested itself in the fact that the volume of production 
became increasingly predicated more on solvent demand 
than on resource potential. As a result, the degree of any 
particular sector’s reaction to the emerging market situa- 
tion varied. While gas production remained practically at 
last year’s level, sectors in the fuel and energy complex 
reduced production of oil and coal by 9-15 percent. At the 
same time the output of many basic categories of machine- 
building products and a number of light industry goods 
dropped almost by half; chemical industry output—by 
25-30 percent, and that of ferrous metallurgy—by 20-35 
percent. Production of basic categories of foodstuffs 
declined by 10-20 percent. 


Over January-March 1994, of 406 most important catego- 
ries of products counted in periodic reports, average daily 
production, as compared to January-March of 1993: 


—increased with respect to 26 items, (including foundry 
machines, machines used in municipal services, produc- 
tion lines and automated systems for measuring and 
packaging dry foods, dough-making components and 
machines, cash registers, apathite concentrate, cinemat- 
ographic and photo film, polyvynilchloride resin, 
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freezers, cotton fabrics, cooking salt, high fat-content 
cheeses and feta cheese, and mayonnaise), or 6 percent 
of the total number; 


—decreased with respect to 373 items, or 92 percent of the 
total number. With respect to 281 items (69 percent of the 
total number), production declined by one-quarter or 
more; among them are lubricant oils, sheet rolled metal, 
high-grade cold-rolled steel, metal cord, fire-resistant 
items, low-power electric motors, light bulbs, mine elec- 
tric carts, self-propelled tower cranes, elevators, freight 
and passenger rail cars, chemical fiber and thread, protein 
fodder additive, phosphate and nitrogen fertilizer, com- 
mercial wood, lumber, marches, cement, roof slate, con- 
struction brick, gypsum, asbestos, sewing and washing 
machines, photo cameras, woolen and silk fabrics, outer 
knitwear, footwear, lump sugar, macaroni items, canned 
fish and meat, cereals, vodka, and hard liquor. 


Over the elapsed period there was no production of 
computer control systems, coal-cutters, yard and industrial 
diesel locomotives, scrapers, self-propelled mower- 
crushers, grain loaders, and flax-harvesting combines. 


By the end of the quarter, stoppages at individual production 


facilities had occurred at almost 5,000 enterprises. And 


while at the beginning of last year the prevailing cause of 
stoppages were shortages of input materials, components, 
and fuel, in the first quarter of this year the main cause of 
enterprise stoppages were difficulties in selling output (more 
than 60 percent of all losses). 


In a number of sectors distribution difficulties were the 
result of lack of consumer demand stemming from a 
decline in public need for the output produced (conver- 
sion); in others, first and foremost those serving the 
consumer goods sector—reorientation of solvent demand 
toward more competitive imported goods. 


In the fuel and power generation sectors in January-March 
of this year extraction (production) of the main varieties of 
energy resources continued to decline. Overall, 75.7 mil- 
lion tonnes of oil, including gas condensate, were produced 
over the quarter (85 percent as compared to the first 
quarter of 1993), 76.3 million tonnes (91 percent), and 165 
billion cubic meters of gas (99.2 percent); electric power 
generation declined by 4 percent as compared to the first 
quarter of last year. 


In ferrous metallurgy, in January-March of the year, as 
compared to the corresponding period of last year, produc- 
tion lagged with respect to pig iron smelting—20 percent, 
steel—26 percent, production of finished rolled metal—24 
percent, and steel pipe—48 percent. 


In machine building, in the first quarter of this year with 
respect to almost half the items counted in periodic reports 
Output amounted to 40 percent or less of the level of the 
first quarter of last year. Production of large electric 
machinery over the elapsed quarter as compared to the 
first quarter of 1993 declined by 46 percent, metal-cutting 
machine tools—by 50 percent, forge presses—by 68 per- 
cent, freight cars—by 62 percent, trolley buses—by 52 
percent, and passenger cars—by 31 percent; production of 
electric travelling cranes and self-propelled cranes declined 
by almost two thirds, of bulldozers—almost by half, and 
production of scrapers was suspended altogether. 
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In the chemical and petrochemical industry, overall during 
the quarter output of the main raw material products— 
synthetic ammonia, sulfuric acid, and caustic soda— 
amounted to 72-79 percent of the level of last year’s first 
quarter, and of calcinated soda—51! percent. Mineral fer- 
tilizer production dropped by 28 percent as compared to 
first quarter of 1993; chemical thread and fiber—by 53 
percent; and automotive tires—by 44 percent. 


In the chemical-pharmaceutical industry, production of 
ampicillin amounted to a little more than one-third on that 
of January-March of last year; validol and levomicitin— 
about one-half, and euphillin—two-thirds. At the same 
time, production of analgine, papaverine, and nitroglyc- 
erine increased as compared to the first quarter of 1993. 


In the timber, woodworking, and pulp and paper industry in 
January-March of this year, as compared to the corre- 
sponding period of last year the take-out volume of timber, 
including round timber, declined by almost one-third, 
which led to a decline in the production of lumber by 30 
percent; the output of commercial cellulose dropped by 34 
percent, paper—by 26 percent, and cardboard—by 39 
percent. Production of effective substitutes for commercial 
wood, in particular, cement-chip panels and technical 
wood chips for the production of cellulose and wood pulp 
declined over the indicated period by 41-51 percent; of 
hardwood-fiber board and packaging cardboard—by one- 
third, and wood-chip board—by 23 percent. 


In the construction materials industry over the first quarter 
of this year as compared to the corresponding period of last 
year the output of cement declined by 35 percent, soft 
roofing and insulation materials—by 44 percent; brick— 
by 26 percent; window glass—by 41 percent; wall mate- 
rials, prefabricated ferro-concrete, construction and tech- 
nical lime, and porous fillers—by 29-34 percent; and 
high-grade asbestos and mineral cotton—by 50-55 percent. 
Production of home appliances and fixtures—heating radi- 
ators and convectors, gas stoves, and bath tubs—declined 
by 36-52 percent. 


In light industry in the first quarter, as compared to the 
first quarter of last year, output of fabrics declined by 19 
percent, hosiery and knitwear—by 28 percent, and foot- 
wear—by 55 percent. 


There was a considerable decline in the production of most 
items in the garment industry: coats, short coats, and 
skirts—by 61-68 percent, light coats and jackets—by 53-58 
percent, and slacks and suits—by 41-42 percent. 
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In the production of complex home appliances in January- 
March of this year as compared to the same period of last 
year there was an increase in the output of freezers, two- 
and three-chamber refrigerators, and digital laser disk 
players. Output of the most important items for cultural 
and household use declined: washing machines—by 43 
percent, tape recorders—by 60 percent, television sets—by 
24 percent, and porcelain, stoneware, and majolica table- 
ware and kitchenware—by 19 percent. 


Over the elapsed period of the year there was a drop in 
production of goods for small farms, house-adjacent plots 
and gardens: engines and motorized cultivators—by 10 
percent, and mini-tractors—by more than one-quarter. 


Among food items, in the first quarter of 1994, as com- 
pared to the corresponding period of last year, there was an 
increase in the output of high fat-content cheeses and feta 
cheese, as well as mayonnaise. 


Production of most foodstuffs declined as compared to the 
first quarter of 1993: meat—by 25 percent, whole-milk 
products—by 17 percent, butter—by 33 percent, vegetable 
oil—by 11 percent, flour—by 16 percent, and cereals—by 
35 percent. 


There was a considerable drop as compared with January- 
March of last year in the production of confectionery and 
macaroni items, canned meat, starch, and baker’s yeast (by 
22-39 percent), lump sugar and food concentrates (by 56 
percent and 47 percent, respectively). The output of bread 
and bakery items dropped by 14 percent. 


Production of vodka and hard liquor amounted to half of 
that for the first quarter of 1993, including 57 percent in 
March. 


The Agro-Industrial Complex 


Farms in the southern regions of Russia began sowing early 
spring crops. According to reports from localities, because 
of the long spring and heavy spring high-waters, the sowing 
campaign in a number of territories began approximately 
two weeks later than last year. 


Readying equipment for operation is proceeding more 
slowly than preceding years. At this point almost one-fifth 
of tractors, soil-tilling equipment, and seeders are still 
awaiting repair at Russian farms. 


Industrial and distribution organizations have shipped 
mineral fertilizer and fuel for agricultural needs in the 
following volumes (millions of tonnes): 





























January-March 1994 Including March 
shipped as % of January- shipped as % of 
March 
March 1993 February 1994 
EE a os emstnmninaeins — 
Materials containing lime—total 1.2 43 0.4 L 37 93 
- upntemasemncmeelis — - " _ * a —_ OOOO oenssensmnenanmepaiienanmememmmanaens 
Peat outtake 15.2 | 4] 4.9 36 103 
—— — — — a — ee 
Automotive gasoline 0.7 50 0.3 46 121 
_ - — $$ — _ - 2 — $$ —— —— 
Diesel fuel 1.4 48 0.5 39 119 


























FBIS-USR-94-048 
5 May 1994 


The decline in shipped quantities of indicated material 
resources was a result of lower production volume, as well as 
poor solvency of agricultural consumers. As compared to the 
corresponding period of last year, purchases in January-March 
of this year dropped by more than half. As farms received credit 
for the conduct of the spring sowing campaign, shipments of 
fuel for agricultural needs increased over the past month as 
compared to the preceding one by 19-21 percent. 
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Agricultural enterprises have been buying fuel and 
lubricants more actively lately. In March of this year 
farm petroleum products warehouses received 58 
percent more diesel fuel and 44 percent more gasoline 
than in February. At the same time the volume of 
petroleum products purchased by enterprises as a whole 
over the first quarter was lower than that of preceding 
years. 





On hand, thousand tonnes 

















Diesel fuel Gasoline 
1992 1993 1994 1994 as % 1992 1993 1994 1994 as % 
of 1993 of 1993 
As of | February 1,349 809 420 52 385 376 231 61 
As of | March 1,389 916 451 49 390 405 239 59 
As of | April 1,857 1,269 660 52 530 516 313 61 





























The situation with respect to stockpiling of diesel fuel varied among Russian territories preparing to begin spring sowing 


in the nearest future: 





On hand as of 1 April, thousand tonnes 



































1993 1994 1994 as % of 1993 
Krasnodar Kray 61.2 57.7 94 
Rostov Oblast 41.1 33.2 81 
Volgograd Oblast 23.8 18.0 75 
Voronezh Oblast 42.4 31.6 74 
Belgorod Oblast 17.8 12.7 71 
Stavropol Kray 24.6 11.4 46 
Lipetsk Oblast 15.5 6.6 43 
Kursk Oblast 29.9 11.0 37 
Ulyanovsk Oblast 16.2 5.8 36 
Tambov Oblast 23.2 6.9 30 














Over the past month in Russia as a whole the percentage of tractors, trucks, soil-tilling equipment, and seeders in operable 


condition increased but remained below that of last year. 























In good repair as % of total on hand on 1 April For reference: as of 1 March 1994 
1993 1994 
Tractors 84 78 76 
Trucks 80 76 75 
Plows 85 78 73 
Seeders 86 79 72 
Cultivators 87 80 73 —_ 
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On the territories where spring sowing is beginning, the state of sowing-related equipment was as follows: 
In good repair as % of total on hand on 1 April 
plows cultivators seeders 
1993 1994 1993 1994 1993 1994 

Krasnodar Kray 90 90 92 “od 91 92 
Rostov Oblast 94 91 95 Ot 95 91 
Volgograd Oblast 85 78 , 89 _ 81 89 79 
Voronezh Oblast 98 98 98 98 98 97 
Belgorod Oblast 98 97 98 a 8 99 98 
Stavropol Kray 96 91 96 92 mai 95 90 
Lipetsk Oblast 93 88 94 89 94 89 
Kursk Oblast 96 92 96 91 97 92 
Ulyanovsk Oblast 97 92 9 &1x| 5 | 99 95 
Tambov Oblast _ 96 87 97 a 86 : : 98 T gy —_ 























Animal Husbandry 


In the first quarter of this year, as compared to the 
analogous period of 1993, the volume of livestock and 
poultry sold for slaughter by farms of all categories 
declined by an estimated 13 percent, production of milk— 
by 9 percent, and eggs—by 6 percent. At agricultural 
farms, which are the main producers of animal husbandry 
products, the volume of production of meat and milk 
declined by 15-18 percent, and eggs—by 6 percent. Pro- 
duction of animal husbandry products at personal plots 
remained at the same level as the corresponding period of 
last year. 


A decline in the animal herd is taking place mainly at 
agricultural enterprises where the rate of herd reduction 
with respect to horned cattle and swine amounted to I 1-13 
percent, cows—6-7 percent, and sheep and goats—22-23 
percent. Remainders of fodder per standard head of cattle 


amounted at these farms by the beginning of April of this 
year on average to 6 quintals of feed units, as compared to 
5.3 quintals of feed units by this time last year. 


In the first quarter of this year procurement organizations 
purchased for state stocks from all producers 28 percent 
less livestock and poultry, 21 percent less milk, and 6 
percent fewer eggs than during the same period last year. 
At the same time, agricultural enterprises increased sales 
of animal husbandry products at farmers markets, through 
their own trade network, the public catering system, and 
other channels. 


Sales of Fresh Produce 


By 28 March of this year agricultural enterprises sold 
through all distribution channels 17,500 tonnes of green- 
house vegetables (24,200 tonnes in 1992). They sold 
12,800 tonnes of such products to procurement organiza- 
tions (73 percent of the total volume), which 1s one-third 
less than last year. 





Greenhouse vegetables 
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Sales of these products through other channels increased. 
Since the beginning of the year 4,700 tonnes of greenhouse 
produce (27 percent of the total volume of sales), as 
compared to 4,200 tonnes (18 percent) last year, were sold 
through farmers markets, their own trade enterprises, and 
the public catering system. 


The greatest decline in procurement of greenhouse pro- 
duce (three- to fourfold) occurred in Tambov, Penza, and 
Samara Oblasts. Procurement of greenhouse produce at 
the farms in Belgorod Oblast and Mordvinia amounted to 
only 4-12 percent of last year’s level. 


Standard of Living 


The monetary income of the population over the first 
quarter amounted to R53 trillion and was nine times 
greater than in the first quarter of 1993. The share of the 
payroll fund in the total volume of monetary income 
declined from 65 percent in the first quarter of 1993 to 59 
percent in the first quarter of 1994. 


The population’s disposable income (income less manda- 
tory payments) increased by about 10 percent after fac- 
toring in the consumer price index. 
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Distribution of the Russian Federation population by per capita income was as follows: 






























































January-March 1994 

million persons as % 
Total population 148.4 100.0 
including with per capita monthly monetary income, R thousands: 
up to 20.0 0.7 0.5 
20.1-40.0 10.0 6.7 
40.1-60.0 20.7 13.9 
60.1-80.0 23.4 15.7 
80.1-100.0 21.1 14.1 
100.1-120.0 17.2 11.6 
120.1-140.0 13.4 9.0 
140.1-160.0 10.2 6.9 
160.1-180.0 7.7 5.2 
180.1-200.0 5.7 3.9 
200.1-220.0 4.3 2.9 
220.1-240.0 3.2 2.2 
240.1-260.0 2.5 1.7 
260.1-280.0 1.9 1.3 
280.1-300.0 1.4 1.0 
over 300.0 5.0 3.4 











In January-March of 1993, 59 percent of the population had a per capita income of less than R10,000 a month, 30 
percent—between R10,000 and R20,000 a month, and 11 percent—more than R20,000. 


The change in the value of subsistence minimum of the Russian Federation population in 1994 is shown in the following table: 


























1994 per capita average—R thousands a month 

Total population including: 

work-eligible population pensioners children 

January 47.2 53.1 33.3 47.7 
February 54.8 61.6 38.6 55.3 
March 60.4 67.9 42.6 61.0 
on average per month 54.1 60.9 38.1 54.7 
over the first quarter 

















The income of 17 percent of the population (25.2 million persons) in the first quarter of 1994 was below the subsistence 
minimum value; of these, the income of 6 percent of the population was below the value of the consumer food basket, 
which in the calculation of the subsistence minimum amounted to R37,000. 


Distribution of the Population’s Monetary Income 
(in percentages): 


























December 1992 December 1993 

Total monetary income of the population 100 100 
including population groups (in 20-percent segments): 

first (with the lowest income) 9.7 6.6 
second 15.2 11.6 
third 19.7 16.6 
fourth 24.6 23.8 
fifth (with the greatest income) 30.8 41.4 
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Calculations show that the rate of growth of nominal 
income in the high-income group is twice as high as the 
analogous indicator within the low-income group. 


In the first quarter of 1994 the average wages earned by 
workers increased 7.5-fold as compared to the first quarter 
of 1993. The estimated average wage in March amounted 
to R160,000 and increased 6.8-fold as compared to March 
1993. Real average monthly wages calculated after fac- 
toring in the consumer price index declined in the first 
quarter of 1994 by 4 percent as compared to the first 
quarter of 1993, and in March 1994 as compared to March 
1993—by 3 percent. 


Employment 


The total economically active population in March 1994 
numbered about 75 million, or 50 percent of the country’s 
total population. Of them, 70.5 million persons were 
engaged in all categories of economic activities and 4.4 
million persons were not engaged but actively searching 
and in keeping with ILO methodology were classified as 
unemployed. Taking into account those working part-time, 
total unemployment potential amounted to 8.8 million 
persons, or 11.7 percent of the economically active popu- 
lation. One million persons, or 1.3 percent of the total 
economically active population, were officially designated 
as unemployed by organs of the state employment service. 


Moscow, Not Regions Urged To Direct Economic 
Reforms 


944E0734A Moscow RABOCHAYA TRIBUNA 
in Russian 19 Apr 94 p 2 


[Article by Yuriy Sosin, director of the Scientific Research 
Center of Problems of Economics and Management: “The 
Practice of Economic Reform. Unusual Thoughtlessness”’} 


[Text] Kemerovo—The popular thesis about ‘‘shifting the 
center of gravity of the reforms to the localities” is errone- 
ous—thinks the author of the article published below. Only 
the Government of the Russian Federation is capable of 
bringing the coal, metallurgical, chemical, and machine- 
building regional complexes out of the crisis. And it must 
not take its hands off the wheel. 


The Monopoly is Immortal. Long Live the Monopoly! 


I must say that no document developed by the president’s 
administration, signed, and, moreover, read by B. Yeltsin, 
has evoked such authentic interest among specialists as the 
first Message of the president of the Russian Federation to 
the Federal Assembly, “On Strengthening Russian State- 
hood.” The document can be viewed in various ways. But 
there is no doubt about one thing: The Message clearly 
brought Ye. Gaydar’s economic experiments to an end. 


In his message the president stated that “1994 must be the 
year of the formation of Russian financial-industrial 
groups. The government must make sure that they are 
created strictly on a voluntary basis and prevent the 
revival of old ministerial structures, illegal appropriation 
of state property, and unjustified monopolism.” 
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The creation of corporations has proved to be viable 
throughout the entire 20th century. But, as analysis shows, 
the potential capabilities of financial-industrial groups 
(FPG) could remain unrealized if their creation turns into 
a regular campaign and they themselves are regarded as a 
panacea for all economic problems. 


Is the alarm justified? Unfortunately, yes. And here is a 
concrete confirmation of this. The administration of 
Kemerovo Oblast, based on the key points of the Edict of the 
President of the Russian Federation No. 2096 of 5 December 
1993 “On the Creation of Financial-Industrial Groups in the 
Russian Federation,” began to work actively on forming the 
financial-industrial group Kuzbass Company. According to 
the intention of the authors of its concept, it “is being created 
for fuller utilization of scientific-technical and production 
potential of the Kemerovo production-territorial complex.” 
As you can see, in Kuzbass they are trying to rely on the edict 
to create not an interbranch structure but a regional one 
which would function like the old Sovnarkhoz [Soviet of the 
National Economy]. 


But, God help them, with “local” problems. Here, as analysis 
shows, we are speaking about something altogether different: 
the creation of a real monopolistic monster which could 
cause serious harm both to the region and to Russia as a 
whole. The administration intends to solve the oblast’s 
economic problems, among other things, “through cartel 
agreements of participants in the financial-industrial 
group....” It is in this connection that | fully share the 
viewpoint of Ye. Salnikova, deputy chief of the Main 
Administration for the Development of Competition of the 
State Committee of the Russian Federation for Antimo- 
nopoly Policy and Support of New Economic Structures: 
“The most dangerous thing for market relations are agree- 
ments in the form of financial-industrial groups among 
competitors—enterprises operating on the market for the 
same commodity.” How does one avoid this? 


We Can Save Ourselves Only Together, in the Same 
Boat 


Speaking at a conference of leaders of coal enterprises and 
associations of the Kuzbass, oblast Governor M. Kislyuk 
said that: ““We need financial-production groups, since it 
has long been clear that rescuing the drowning is the 
problem of the drowning themselves. No Moscow and no 
ministry will help us.” 


With all due respect to the governor, | think Kislyuk’s 
statement is profoundly erroneous and very rash. 


What is the most alarming thing? The key circumstance for 
the Kuzbass is that saving the oblast economy is far from 
an oblast problem since we cannot overcome our adversi- 
ties within the framework of the Kuzbass alone. Why? 
Because these problems are too great and the price of 
solving them ts very high...let us think about tt. 


If we tried to rely only on our own investment resources 
and organizational efforts, we would not be able to com- 
plete the structural rearrangement of the oblast national 
economy or perhaps even just the fuel complex by the end 
of the 21st century. The essence of the problem, in my 
opinion, is this. According to figures from oblast statistics, 
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by | July 1992 the fixed capital of the oblast national 
economy (before it was reappraised) was estimated at 49. | 
billion rubles [R] in 1984 prices. Of this amount, R39.3 
billion was in fixed production capital. So if we set for 
ourselves just a partial task and began structural rearrange- 
ment only of the sphere of material production and the 
production infrastructure, we would have to invest, 
depending on the branch, R3.5 and sometimes even R10 in 
capital investments for each ruble of fixed production 
capital. 


Our calculations show that just high-quality transforma- 
tion of worn-out fixed production capital will take from 
R25.0 billion to R41.0 billion in capital investments in 
1984 prices. As for agriculture, which produces approxi- 
mately 38 percent of the social norm of grain, it could 
collapse completely if financial aid ts not rendered to it 
from the federal budget. 


So are we at an impasse? The problem, it seems, can be 
resolved only on the basis of combined efforts: federal, 
interregional, intraregional, branch, and production. For no 
matter what anyone says, the Kuzbass with all of its factors 
is only a particle of immense Russia. Its key branch— 
coal—will be subsidized from the federal budget in the future 
as well. Therefore there will be no ‘economic gallop.” 


We will be forced to pass through such stages as: stabiliza- 
tion, which will occupy the years 1994-1996; restoration; 
structural, and, finally, market. Conducting the basic eco- 
nomic reforms will probably take from 25 to 30 years. And 
this is in the best case, with a satisfactory solution to the 
most difficult economic problems and mandatory provi- 
sion of the necessary investment resources. But in all 
probability the emergence of the Kuzbass from its struc- 
tural and ecological crisis will last up until the middle of 
the 21st century. 


Here a great deal can be resolved through a well- 
considered and weighed regional economic policy, 
strategy, and selected priorities. We will probably not be 
able to reach the key indicators of the United States, 
Japan, and Western Europe until the end of the 2Ist 
century. The historic disparity is too great. 


What Can the Oblast Administration Do? 


And so the problems are legion. Who should work on 
them? Within the framework of the oblast, who is respon- 
sible for leading the process of economic reform? The 
answer to this is simple: Of course, it is the oblast admin- 
istration. But, as the situation shows, its economic role is 
decreasing and in all probability it will decrease even 
more. The reason for this phenomenon ts fairly common- 
place. Everyone who 1s very familiar with modern history 
recalls that before 1929 in the United States the majority 
of economic functions were under the jurisdiction of the 
states. But the crisis of 1929-1932 demonstrated the 
inability of the states and local authorities to handle 
socioeconomic problems alone, which brought about 
strengthening of federal power within the framework of F. 
Roosevelt's “New Deal.”’ 
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Therefore, drawing historical analogies, | can say with a 
fair amount of certainty that the thesis: “The center of 
gravity of the reforms must shift to the regions,” if 
speaking about branches of specialization, will not stand 
up even under the slightest criticism since one can see 
nothing here but good intentions and wishes. In this case I 
have in mind investment resources. It is in this connection 
that the federal government, relying on the region’s admin- 
istration, must take over the main functions for bringing 
the coal, metallurgical, chemical, machine building, and 
other regional complexes out of the crisis and also provide 
a federal production infrastructure. 


And agriculture should be under the direct jurisdiction of 
local administrations; this pertains to the intraregional 
production and social infrastructure. After a couple of 
years when the administration begins to be restored and 
return to its initial condition, when its quantitative and 
qualitative growth begins, when normal tax mechanisms 
are created—then, | agree, it will be possible to begin a 
Stage-by-stage increase in the role of regional administra- 
tions in solving economic problems. At the same time this 
would be based on interaction between federal and 
regional legislation. But today.... 


In my view, it is necessary, in the first place, to develop a 
full-scale “‘general plan for management of the oblast 
national economy,” which is capable of functioning in a 
market environment; second, to create as a part of the oblast 
administration a “Committee on Coordination of Economic 
Activity and Organization of Cooperative-Economic Ties in 
the National Economy of Kemerovo Oblast.” 


In general I think that the oblast administration, while not 
a market subject, can do a great deal for its reliable 
functioning—through the creation and priority support of 
corporations (financial-production groups), associations, 
and private and joint enterprises. 


Democratic Party of Russia Economic Committee 
Chairman Interviewed 

944E0734B Moscow RABOCHAYA TRIBUNA 

in Russian 20 Apr 94 p 2 


{Interview with Vladimir Leytland, chairman of the eco- 
nomics committee of the Democratic Party of Russia, by 
Valeriy Badov; place and date not given: “With the Intro- 
duction of Big-Time Radicals the Russian Economy Began 
To Thunder Down the Hill’’] , 


[Text] “All of Russia will long remember Ye. | :aydar: 
because only 50 percent of the 1990 economic pi. *tial 
remained intact there. It is necessary to change priorities 
and period keep key sectors of industry under government 
jurisdiction during the transition,” 


—thinks the chairman of the economics committee of the 
Democratic Party of Russia, Vladimir Leyt!and. Our 
correspondent speaks with him. 


{Badov] In everyday terms the evaluation of the crisis 
differs depending on the position of the person doing the 
evaluating—who has been burned and who has kept warm. 
In this sense, as far as I know, your view of the economic 





60 RUSSIA 


barometer is “three dimensional’’—as an industrialist in 
the post of president of the Siberian Highway Corporation, 
a banker as the representative of the board of the Narko- 
mbank, and as a politician who heads up the economics 
committee of the Democratic Party of Russia. 


{Leytland] No matter which side you look from, there is 
nothing to make you feel better. The “Chicago model” 
turned out to be utter quack medicine for our sick 
economy and it must be replaced before it is too late. 


{Badov] Many see the defeat of the Gaydar bloc as a sign of 
public rejection of the monetarist model of reform. Since 
Gaydar’s resignation, those who took his rhetoric at face 
value are grieving over the notion that Russia is about to 
be knocked off the bright path of economic liberalism. And 
right at a time when the most unfavorable, “shock” part of 
the reform is behind us. But the economic program of the 
Democratic Party of Russia, in which you along with 
Glazyev and Bogomolov also had a hand, not only denies 
the correctness of the path chosen by Gaydar and his 
followers in government but also raises doubts about 
whether these reforms were actually liberal in nature: 
“Today instead of a market with free competition, a 
semi-feudal market is being formed.” Is this not a polem- 
ical exaggeration? 


{Leytland] I do not see any exaggeration. During the course 
of what was called liberal reform the mechanisms the 
suppress competition became even stronger. While in 
terms of degree of “liberalization” of the economy we 
outdid developed capitalist countries. What kind of par- 
adox is this? But the dirty trick is that this present “free 
will” —freedom from state regulation—has been absurdly 
“augmented” with freedom from responsibility for the 
means and results of economic activity. And the first 
victims of these economic machinations were the con- 
sumers and small enterprises. An oligarchy 1s appearing 
which ts suppressing competition and advancing the inter- 
ests of society, which include the demand for efficiency. 
Incentives for productive activity are simply disappearing. 


{[Badov] The old bureaucratic command system tied the 
hands of people with entrepreneurial inclinations but it 
was unable to close its eyes to their self-will. The impera- 
tive for economic growth held sway over bureaucrats from 
the Gosplan [State Planning Commission] and also local 
party bosses. One gets the impression that the present 
authorities have no such imperative. 


[Leytland] Perhaps not. Two years of life according to a 
monetarist calendar have led to a degradation of the 
economy that it would have been difficult to imagine. We 
industrialists and entrepreneurs, who in words have been 
given our “freedom,” have ended up in traps stronger than 
those of the nomenklatura—financial and doctrinaire 
ones, but with the opposite sign. Remember the discus- 
sions of Bukharin and Larin from 1918 and their furious 
attack on “bourgeois” commodity production. It 1s as 
though this historical scene has returned again: There ts 
the same restraint and “righteousness,” but with a 
switching of the poles. And the same indifference to the 
price they pay to get what they want. They have thrown the 
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works of the Putilovs and Ryabushkins on the bonfire— 
the potential of the second largest economy in the world. 


We had ruined everything with our reforms when the 
national economy began to go on the auction block and the 
best capital and resources were being used to pay for debts 
and forfeitures. Does the fact that foreign investors have 
actually invested a paltry $180 million in Tyumen oil and 
gas not tell you anything? In my times as leader of the trust 
in Samotlor we assimilated comparable sums with a large 
trust in One season. 


Foreign investors are bypassing Russia. It is not only 
political instability that is to blame for this. It is simply 
that they see that our economy is failing and more and 
more appreciably oligarchic tendencies are coming forth to 
control it. Western entrepreneurs and bankers are sur- 
prised at how “democratic” we are. They give us to 
understand in an open exchange of opinions that this is 
good, that the Russians have finally recognized the advan- 
tages of a market economy, but in our enthusiasm for 
renouncing communism, why should we let the economy 
slide downhill? 


Not one of the former socialist countries has had such 
pathetic results. Go through the Western supermarkets. 
They are crammed with high-quality clothing from the 
Chinese provinces, Singapore, and even Bangladesh, 
where people live in shacks like during Kipling’s times. But 
you will not see Russian goods of export quality next to 
them on the shelf: They simply are not produced. There is 
a true sign that Russia does not have healthy business 
activity. 


Light industry has dropped the production of more than 
half of its goods. And the most rapid turnover of capital is 
here. Instead of this the stores and shops throughout 
Russia are filled with discarded imported goods of medi- 
ocre quality. And the burgeoning network of shops will 
soon begin to fail because of the decline of consumer 
demand. But all that is trivial compared to the closing of 
mines, shops, and institutes.... 


Only 57 percent of our 1990 economic potential has 
remained intact. And the decline of production has accel- 
erated sharply in recent times. Essentially we are experi- 
encing not the costs of reform but economic disaster. True, 
there are still enthusiasts whose heads have not been 
cleared even by the cold breeze of the elections to the 
Duma, and they are calling for making the policy more 
radical. They are inciting the government to “accelerate” 
the reforms even more. As in the tragic plot from the 
“Golden Calf,” these radicals are prepared to saw even 
more weights in two. “But what if suddenly the weights are 
not made of gold?” The people who were about to accept 
the radicals’ promises on faith are worried. But in response 
they hear the sacramental: “Saw, Shura, saw.” The prag- 
matic wing in the government were hanging onto the 
coattails of the “‘monetarists’” even before. Let us just 
recall the practical and businesslike steps of Chernomyrdin 
and Soskovets and the demarches of Lobov and Zavery- 
ukha. Realists and pragmatists have long been aware that 
the dough being mixed by the ‘“monetarists” will never 
rise... 
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Thanks to the pragmatists in all stages the economy is still 
functioning somehow and the infrastructures are still 
whole. The government has undertaken a number of 
protectionist measures to protect the national producer. 
But it is too early to get our hopes up. In terms of many 
indicators, the crisis, I repeat, has entered a destructive 
phase. 


[Badov] Let us sum up a certain outcome from the Russian 
version of “shock therapy.” Is it true, as inveterate opti- 
mists assert, that the critical phase of the crisis of the 
economy is behind us and the forces of market self- 
regulation will rectify the situation themselves? 


[Leytland] In January 1992 the “government of intellectu- 
als” ventured to refrain from state regulation of economic 
processes, concentrating on macroeconomic policy. So 
that the market could start to function and money would 
become the “commodity of commodities,” a simple gen- 
tlemen’s “collection” was proposed—achieving a deficit- 
free budget, stiffening credit policy, and restricting the 
money supply. The result was the opposite of what was 
expected: There was sharp decline of production, high 
inflation, a growing threat of collapse of the state sector, 
and ineffectiveness of the weak private sector. There was 
an increased tendency toward deindustrialization of the 
national economy with a real prospect of turning Russia 
into a cheap market for raw material and work force for 
highly developed countries. 


[Badov] But there are also signs that the course is being 
adjusted. 


{Leytland] The failure of the policy of macro-stabilization 
forced the government to take the reigns but, in the big 
picture, the course that was selected has not changed: from 
liberalization of prices—to demonopolization. Still it 
seems to me that we must take the opposite path, that is, to 
liberalization through the creation of competition. 


The real condition of the economy, the extreme level of its 
monopolization, and the “difficult” structure as well as the 
lack of an effective competitive environment make it 
necessary to change economic priorities. The potential 
base for the new economic policy would be the consumer 
sector defining and not backward development of it—only 
it is capable of restoring material incentives for labor and 
accumulation, which will move the investment process off 
the mark. 


Next I want to say something that will cause general 
indignation among the radicals: During the transition 
period we must keep the key sectors of industry, the most 
important ones for the survival of the entire economy, 
under state control, consistently creating along with this a 
nonmonopolized, nonstate sector. 


{[Badov] Do you really consider it possible to put up with 
monopolies for a certain amount of time? 


{Leytland] The monopolies have not gone anywhere. The 
problem is that all at once, in one fell swoop, we gained a 
decaying market where the monopolists, left uncurbed by 
the state, grabbed us by the throat, establishing arbitrary 
prices and decontrolling production volumes. A change in 
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the form of ownership is frequently not accompanied by 
the elimination of monopolies. In order to escape the 
vicious circle it is necessary to use the as yet unforfeited 
ability of the monopolized sector to stabilize and maintain 
the level of industrial production. 


Further, through state regulation it is necessary to change 
price ratios in the economy in favor of the nonmonopo- 
lized sector. Such a system of shifting relative prices will 
make it possible to stimulate rapid development of small 
and medium-sized entrepreneurship and to set the mech- 
anism of competition in motion. It is necessary to restore 
the national market as well. The most important thing for 
Russia is still a market within the boundaries of the CIS 
countries. I consider the deepening tendency towa-d iso- 
lation of national markets to be unpromising and dan- 
gerous. 


[Badov] And what about inflation? 


[Leytland] There is no miraculous means of curbing infla- 
tion as long as the factors encouraging it are in play. | 
would include among them the government’s eagerness to 
raise prices of energy sources and raw material to the world 
level while the exchange rate of the ruble is declining and 
monopolized large sectors of the economy are uncon- 
trolled, and money is being printed in “waves.” 


The only real ways of fighting inflation are at the micro 
level. Such a deep and steady depression throughout the 
entire front of the economy as we have today cannot be 
surmounted with ordinary market methods. I think that in 
very short periods of time the industrialists, trade unions, 
and government should conclude a General Agreement on 
Wages, Prices, Profit, and Capital Investments. After this, 
officially regulated prices can be legally documented as 
maximum prices. 


There is an urgent need for indexation of the assets of the 
enterprises. We need an official monthly price indexation 
based on the balance of the industrial and product “‘bas- 
kets,” with priority for agricultural products. Finally, we 
must take steps to abolish the value added tax in both 
construction and agriculture. 


[Badov] So you do not share the favorite idea of the 
monetarists about a “deficit-free budget at any price....” 


[Leytiand] A budget with a zero deficit under conditions 
where only half of the pre-perestroyka national income ts 
left and you cannot knock very much off state expenses is 
a utopia. The main measures in the area of finance and 
credit should be aimed at surmounting the crisis and 
stimulating production and business activity, which will 
produce added national income and hence more for the 
budget. 


The resignation of the “architect of the reform,” Gaydar, 
seems to have marked the end of past illusions and 
seductions. We have all emerged from a sitiation where 
freedom of entrepreneurship was suppressed and denied. 
To use the apt comparison of our great compatriot and 
Nobel prize winner Vasiliy Leontyev, we were trying “to 
teach penguins to fly” just like that. Neither “penguins” 
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nor “storm petrels”’ will replace the pragmatists if we really 
do not want to create an efficient economy where . “-ryone 
pays his own bills. 


Free Labor Party Secretary on Party’s Activities 
944E0752A Moscow KURANTY in Russian 
No 66, 8 Apr 94 p 4 


[Interview with Aleksandr Orlov, secretary of the Organi- 
zation Bureau of the Russian Free Labor Party (RPST), by 
Viadimir Nazarov: ‘‘A Computer Instead of a 
Megaphone” 


[Text] It is easy for a journalist to work with Aleksandr 
Orlov. I must elaborate on this—you call without looking at 
either the clock or the sheet on the calendar. He is practi- 
cally always at his job, but if he is away on business, you can 
get information from his closest assistants. I did call: on 
Saturday and on Sunday, early in the morning and late at 
night, called without any special need for it. At first this 
“ordnung,” so highly valued by Germans, delighted me, but 
later on (a shovel full!) I felt vaguely irritated. What is this, 
I thought, selfless devotion, sacrifice? Or a game? After all, 
it is not a fire brigade, nor a street stall—it is a party, the 
Russian Free Labor Party (RPST), where Aleksandr Orlov 
is the secretary of the Organization Bureau. He immediately 
dispelled my doubts: 


“This staff of ours really does do a lot of work—but not 
under duress, and not because of high wages. We all hold 
the same views, for us the work office is a political club. 
Who watches the clock in a club? I leave work, let’s say, at 
one in the morning, and they ask me, with irony: is this free 
labor? Of course, | answer sincerely and very much in 
earnest: this 1s the freest labor.” 


At this point it was hard for me to keep a straight face. The 
point 1s that Orlov’s doctoral dissertation also touched on 
and included the problem of leisure. This was natural, 
though, and offered me grounds for my smile at the RPST. 
Everything else here is serious: the clear vision of goals and 
tasks, the clear-cut work of the staff... We will go back to 
this, but for now, a little about the party. 


The RPST is one of the “oldest” in Russia—it was created 
as far back as 1990. At that time it was a party of newly 
sprung-up entrepreneurs, cooperative workers and 
farmers. Hence its small size, and indeed, small fame. Last 
June, a “changing of the guard” took place at the con- 
gress—lIvan Kivelidi was elected chairman, and Aleksandr 
Orlov headed the organizational bureau. Orlov: ‘several 
approaches to the party’s future activity were proposed at 
the congress. The ones that won—won”.... The RPST 
changed not only its leaders, but also its orientation. Now 
it expresses interest in private ownership. I ask Orlov: 


{[Nazarov] Aleksandr Sergeyevich, tell us precisely, how 
does the RPST differ from other entrepreneurial parties? 
From the Borovoy Party, let’s suppose... 


[Orlov] Roughly speaking, the Borovoy Party is a party of 
large capital, which we concede to it without a fight. In the 
sphere of our work, we have problems of ownership, 
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problems of the middle class—the very class which sup- 
ports any state—and which is destroyed in our country by 
the power of property owners who do not want to see that 
this is also destroying the country. 


{[Nazarov] A “property owner” is a painfully eroded con- 
cept. What is the necessary property qualification for 
entrance into the party? 


[Orlov] Nothing like that. We regard as one of us everyone 
who is aware of the primary human need—to freely 
acquire, possess and have at one’s disposal one’s own 
property. The value of the private property or business is 
of absolutely no importance to us: let it be an entire plant 
or a single share bought for a voucher, or intellectual 
property.... The main thing is the psychology of the owner. 
After all, you can be a very rich person and at the same 
time be a contemptible person.... 


[Nazarov] Aleksandr Sergeyevich, the RPST consists of 50 
regional organizations. This looks like quite a wide-scale 
operation. But there are only 7,500 members.... 


[Orlov] This is not many? But why is this not many? 
Indeed, there are clearly not enough of these forces for 
public meetings, picketing and street fighting organiza- 
tions, but revolutionary shocks are not incorporated in our 
Strategy or our tactics. The party has grown recently, new 
people have come, and more will come—without a doubt. 
We are interested not simply in the “growth of the ranks,” 
but in qualitative growth. Let us say, the Vorkut miners 
persistently proposed Kivelidi as a candidate from their 
group for the former Supreme Soviet and the State Duma. 
The Cossack oblasts—on the Don, the Kuban—give us 
good support. This does not at all mean that there are 
larger organizations there. For example, there is only one 
RPST member—the director—in the huge Uralmash 
Plant. Is this a lot or a few? Do we need another party 
committee at the plant? 


The RPST has true friends, and some of them are some- 
times still allergic to the word “party.” They do not want to 
legalize the membership (and they are acting correctly), 
but they are ours.... Of the well-known people I will name 
Oleg Tabakov, Vladimir Etush, Gennadiy Khazanov.... 


[Nazarov] You were not noticeable in the past pre-election 
campaign.... 


[Orlov] We took virtually no part in it. Why should we? 
Nevertheless, we have representatives in both houses of 
parliament, in the government, in the state duma. Indeed, 
at the present regional elections, the local organizations 
themselves decide: whether or not to put forward a candi- 
date from the RPST. If yes—we can finance the pre- 
election campaign, if not—we do not insist. There are only 
28 of our candidates standing for election throughout 
Russia. 


[Nazarov] If you don’t mind, | would like to talk a bit 
about the party staff. | heard: The Volskiy Party almost 
copies the work of the CPSU staff. Even the furniture 
resembles it... 
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[Orlov] You see, after all, I too went through a period of 
work on the CPSU staff. This is a serious school, it helps 
me a great deal even now. In any case, I know how to 
organize staff work. I know to whom to offer a job and to 
whom not. For example, we don’t need specialists in 
“pumping up” or “organizational work,” we don’t need 
fiery orators—none of these talents are called for in our 
work.... Our man should work with a computer, and not 
with a megaphone. 


[Nazarov] Whose talents can be called for in this case? 
How many are on the party staff? 


[Orlov] We have about 30 people working on the staff. 
Many are scholars: sociologists, economists, political sci- 
entists, philosophers. The task of today’s staff member is 
expert service.... 


[Nazarov] Boast about your achievements. 


[Orlov] We have no special achievements yet, perhaps, 
but.... Long before 12 December, our sociologists pre- 
dicted Zhirinovskiy’s victory at the elections. They also 
predicted sufficient passivity from the electors. 


We are doing a great deal of interesting work now, as well. 
For example, we are following and analyzing the activity of 
almost 40 parties in Russia.... 


[Nazarov] Which of them have serious chances for 
success? 


[Orlov] This includes Zyurganov’s party. After all, in our 
country they either reject it in a narrow-minded way, or 
extol it, without noticing that the party has serious and, in 
my Opinion, progressive movements. They have not yet 
finished with extremism, but the directors are seriously 
looking at the social-democrat rails.... 


{[Nazarov] This is noticeable from speaker Ivan Petrovich 
Rybkin. Can you really compare the Rybkin of today with 
what he was a year ago? 


[Orlov] Rybkin’s past, I think, was superficial. The status 
of the man is changing, and his social role is changing. I say 
this to you as a specialist. 


[Nazarov] Aleksandr Sergeyevich, it 1s possible that in 
time the situation will change, but for the time being you 
belong to the category of small parties. You have no global 
tasks on your shoulders.... 


[Orlov] This is the purest delusion. We set ourselves only 
global tasks, and our staff works only on achieving them. 


{[Nazarov] What are they, if it is no secret? 


[Orlov] It is no secret. We do not absolutely need to have 
our “own” president, a majority in the government or in 
parliament. We are striving for and will continue to strive 
for a change in the political system, since we consider the 
present one to be transitional. We want people not to 
afraid of the state, not to tremble for thetr property, for 
their business. We want the state to serve the interests of 
the property owner in good faith and truth—with no 
dependence on which party gains the victory at the next 
elections. 
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[Nazarov] This will happen? 
[Orlov] Absolutely. 


[Nazarov] I read your party documents carefully, and I did 
not find any RPST program in them. 


[Orlov] We simply don’t have one. There cannot be one in 
the current changing situation. We have basic program 
units by which we are guided in our work. 


[Nazarov] All the same: how does the RPST differ from 
other parties—related and rival? 


[Orlov] To put it briefly, everyone knows what has to be 
done. But they do not know how! We do know .... 


Employment Prospects, Depression-Hit Areas in 
Russia 

944E0728A Moscow SEGODNYA in Russian 

12 Apr 94 p 3 


[Report by Ilya Shkabara of the “Mercator Group”: 
“Preferential Credits Do Not Prevent Unemployment”’] 


[Text] By the beginning of 1994, according to official data, 
835,000 persons, or 1.4 percent of the able-bodied popu- 
lation, were unemployed in the Russian Federation. 
Against the background of countries in the West, where 
unemployment is several times higher, the situation ts 
quite favorable. (American economists consider 5 percent 
of the economically active population to be a normal level 
of unemployment; only if unemployment exceeds this 
limit does it begin to have a harmful effect on the economy 
of the state or a region.) The level of unemployment in 
Russia as a whole is not high at present, but some indi- 
vidual regions have already gone past the critical point. 


The following have gone beyond the 5-percent threshold: 
Ivanovo, Kostroma, Pskov, and Yaroslavl oblasts and the 
republics of Dagestan, Kalmykia, Mordovia, and Chu- 
vashia. Arkhangelsk and Kirov oblasts and the republics of 
Adygeya, Ingushetia, Nurthern Osetia, Udmurtia, and 
Chechnya are coming closer to that point. 


There are various reasons why regions are led into such a 
situation. The Northern Caucasus Republic, a region 
which traditionally has a surplus of labor, has been 
exporting manpower for a long time not only to the 
capital’s markets, but for construction organizations and 
seasonal work in practically every part of Russia. Many of 
the unemnployed persons from the Caucasus are working 
quite successfully far from home and are more a subject of 
interest to the tax authorities than social security organs. 
Some 60 percent of the unemployed in the Northern 
Caucasus are under 30 years of age. The ranks of criminal 
gangs and those involved in illegal businesses throughout 
Russia are increasing precisely because of this category. 
Unemployment in this region is reflected in crime from 
Kaliningrad to Sakhalin. And for this reason, the creation 
of jobs in the Northern Caucasus is more a struggle with 
the source of personnel for organized crime. 


The precipitous production decline in light industry, ship- 
building, and sectors of the defense complex has been the 
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principal cause of the rise in unemployment in Central 
Russia and the Volga region. 


The crisis in domestic light industry led to mass firings of 
personnel in Ivanovo, Yaroslavl, and Kostroma oblasts, 
and the high concentration of enterprises in these oblasts 
led to a sharp rise in unemployment. The situation is 
becoming critical. Light industry enterprises do not have 
effective sectorial management organs which could lobby 
for their interests in the government. As a result, local 
administrations have been forced to take extreme mea- 
sures to surmount the crisis and the unemployment which 
this crisis has caused. 


The hasty extension of preferential loans and reduction of 
local tax rates have not checked the rate of decline, but 
they have had a substantial effect on the regions’ budgets. 
As a result, the budget deficit was 15 billion rubles [R] in 
Ivanovo Oblast, R20 billion in Kostroma Oblast, and only 
Yaroslav! Oblast made ends meet, according to the results 
for 1993. The average wage in these regions is also lagging 
behind substantially. In Ivanovo Oblast, it is 60 percent of 
the average Russian wage and one of the lowest in the 
Russian Federation. (According to Goskomstat [State 
Committee for Statistics] data, the average wage in Russia 
in January was R1 34,161.) 


Most of the unemployed in Arkhangelsk, Vladimir, Kirov, 
and Pskov oblasts and republics in the Volga region and 


Udmurtia were employees in the military-industrial complex 
who were discharged. The difficult situation in the defense 
enterprises led to a reduction of over 700,000 persons in 
1993, and a substantial number of them were added to the 
army of unemployed. The “militarized” regions with a high 
proportion of the VPK [military-industrial complex] in the 
structure of industry (in Udmurtia, for example, every fourth 
resident was employed in defense complex enteprises) have 
suffered the most. A further reduction of military orders 
stipulated by the budget for 1994 will lead to new large-scale 
dismissals, which will aggravate the acute social tension in 
these regions. 


The rate of increase in unemployment varies in different 
areas as well. The highest rates of increase are observed 
where unemployment is already higher than the average 
level in Russia. In 1993, unemployment in Mordovia rose 
by three times as much, in Kalmykia by 2.4 times as much, 
in Ivanovo Oblast by 2.2 times as much, and in Chuvashia 
and Udmurtia by two times as much. But unemployment 
has declined since the beginning cf the year in the cities 
with the lowest level of unemployment (under 0.5 per- 
cent)}—Moscow and St. Petersburg. 


Depressed regions are being formed where a precipitous 
production recession is combined with a high level of 
unemployment and a low average wage. In due course, the 
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depression is deepened and negative socioeconomic pro- 
cesses begin to intensify each other. A l-percent rise in 
unemployment in a depressed region leads to a regional 
decline of 2.5 percent in the gross national product. 


One-sixth of Russia’s population is living in depressed 
regions today, and an effective system for their support 
needs to be established. Available experience in overcoming 
the structural crisis in industry should form the basis of the 
program. Nizhegorod, Samara, and Saratov oblasts, where 
the proportion of the military-industrial complex ts no less 
than in Vladimir or Kirov oblasts, have resolved the 
problem by close integration between industrial and com- 
mercial structures. The use of commercial bank loans to 
supplement enterprises’ working capital, targeted financing. 
and the formation of industrial-financia! groups—this 1s far 
from a complete list of promising types of collaboration 





Incidentally, it is characteristic that most of the territories 
which are going through a depression are !agging behind in 
the voucher rating at privatization auctions as well. A 
collapse is a collapse. On all points! 


The opportunities of federal organs of authority are very 
limited today. By transferring to the regions a substantial 
part of its powers, the state has relinquished a significant part 
of its obligations. The transfer of 90 percent of employment 
fund resources to the regions has led to the point that the 
government has deprived itself of the opportunity to redis- 
tribute funds to the most needy territories. Because of the 
situation that has taken shape, it would have been sensible to 
make the federal organs of authority responsible for redis- 
tributing all the employment fund assets and provide a 
favorable environment for investments aimed at creating 
new jobs in the depressed regions 
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Duma Media Law Draft Considered 
944-0604A Moscow NOVAYA YEZHEDNEVNAYA 
GAZETA in Russian 15 Apr 94 pp 1-2 


[Article by Yuriy Sorokin under the rubric “Chronicles of 
the Absurd”: “Mikhail Poltoranin Likes To Have Journal- 
ists Eating Out Of His Hand’’} 


[Text] Two days ago the State Duma passed in the first 
reading a federal law, the text of which has accidentally 
ended up in my hands. 


It makes sense to examine the law in more detail because this 
is one of the first laws passed by our new parliament (it seems 
that only the law on the status of deputies and the amnesty 
decree, which has the force of law, came before it). The law 
v2 deputy status did have a precursor—a similar law of the 
previous, now dispersed, Supreme Soviet, and the amnesty 
decree was initially submitted by the president altogether, 
whereas this draft is, so to say, a product of the Duma’s own 
creativity and is without parallel in our legislation. 


Unfortunately it seems to be without parallel in another 
respect—in terms of its absurdity and inferiority. 


The law describes “procedures for coverage of organs of 
state power in the state mass media” and was submitted by 
the relevant committee (chairman Mikhail Poltoranin). | 
do not know what behind-the-scenes struggle preceded the 
emergence of this draft and who schemed against whom, 
but I can confidently maintain that there was an intrigue. 
First, the draft law invades, and invades very substantially, 
a quite specific professional sphere—journalism as a whole 
and TV journalism in particular. However, as far as I can 
judge from the silence of the press, not one maior profes- 
sional journalist was familiarized with the text in advance. 
For example, can a person who has never sat behind a 
steering wheel in his life single-handedly establish the rules 
of the road? Perhaps he can, but it is clear what is going to 
happen at intersections. 


Either they, naive as babes in the woods, counted on the law 
making it through before the press ‘gets wind of it” (even if 
it does make it through, who is going to comply”), or some of 
the editors knew but were as silent as guerrillas.... 


In principle I can even compile a list of the names of these 
guerrillas; it is easy to guess. The traces of intrigue remain in 
the text of the draft law. Actually, we are looking at two or 
even three completely different laws which are crudely fitted 
inside one another without even being polished in any way. 


The first law, let us call it the original one, corresponds to the 
general headline: “On Procedures for Coverage of Activities 
of Organs of State Power by STATE Mass Media” (emphasis 
mine—Yuriy Sorokin). The very first article (the subject 
regulated hy the law) explains that at issue are precisely the 
State mass nicdia, 1.e. those that are founded by organs of 
power and, consequently, it does apply to other mass media 
(which are independent of the state). 


A norm follows thereafter which is new in our legislation 
and which I as a journaiust who has not yet lost his taste for 
freedom cannot but welcome: It says in black and white 
that state organs of all kinds CANNOT BE founders of the 
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mass media (with the exception of those publishing official 
communications only). That is to say, the state retains for 
itself utterly official publications such as SBORNIK UKA- 
ZOV...and PRAVITELSTVENNYY VESTNIK, whereas 
the rest are free.... 


In the immemorial time of perestroyka, when the current 
adviser to the president Yuriy Baturin together with Mikhail 
Fedotov and Vladimir Entin wrote their first draft law on the 
FREEDOM of the press, which became the base for all 
subsequent laws—even they did not proceed to insert such a 
norm in the draft law, their entire ceremonious but uny- 
ielding democratism of the time notwithstanding. This quite 
obviously was not “passable” material... 


At present, this norm is already perceived as common- 
place. Most mass media have long ceased to be owned by 
the state de jure. Technically, neither KOMSOMOL- 
SKAYA PRAVDA, nor TRUD, to say nothing of the new, 
recently started newspapers and magazines have to report 
to the state concerning anything: Some have, to the noise 
of three revolutions in a row, reregistered as publications 
founded by collectives of journalists or public or private 
organizations independent of the authorities; others have 
been established by private individuals or independent 
structures from the very beginning. 


Until recently there were exceptions—some central and 
local publications which fell victim to the last skirmish of 
the two branches of power in October, for example, in the 
case of ROSSIYSKAYA GAZETA, which the president in 
essence took away from the routed parliament. However, 
under this new law, which I call the original one, 
ROSSIYSKAYA GAZETA will also be set free 


A knowledgeable legislator without a hidden agenda up his 
sleeve would perhaps leave off here. It does not make sense 
to describe the entire procedure for the publication of 
official communications by the state informational organs 
in detail at the legal level—first, because very few such 
publications remain; second, a law cannot be written to 
cover absolutely all occasions anyway. It would be much 
simpler and more feasible to appoint obedient and diligent 
state officials (editors) to state publications with whom all 
issues would be resolved “on a routine footing.” 


It is just that, taking into account the sad Russian tradition 
of self-devouring authorities, it would have made sense to 
restrict in the law the very list of official publications, 
striking a balance and clearly indicating to which of the 
branches of power each publication should belong. There 
is even more reason to do so because the official organs 
should obviously be financed directly from the budget, and 
it is the direct responsibility of the parliament elected by 
the people to count the taxpayer's money. This is it. I 
repeat that this is where a legislator should leave off if he 
seeks to ensure precisely the thing he talks about publicly. 


However, our legislator is not like that. 


A text from a quite different quarter has been inserted into 
the original text of the law devoted solely to STATE mass 
media. Specifically. Article 4, which in essence regulates the 
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relationship between the state and the entire INDEPEN- 
DENT press altogether, and then on the most essential 
score—financial. From the point of view of canons, this 1s 
like an excerpt from a manual on steel pouring being printed 
in a cookbook. First, the relationship between the state and 
the independent press is regulated by a separate law, and if 
something needs to be changed, amendments to the already 
existing law should be passed or yet another, new law should 
be passed. In any event, this issue should be voted on 
separately rather than attached to a law devoted to another, 
unimportant problem. Second, this is about money and, as 
we will see, a lot of it; therefore, a separate consideration is 
even more necessary because this substantially increases the 
expenditure side of the budget. Third, although this 1s poetry, 
actually such legislative changes in the financial relationship 
between the state and the independent press, as we will see, 
call into question the independence of the press in general, 
and this already amounts to an incursion into the sphere of 
constitutional liberties... 


However, it 1s clear that those who inserted Article 4 into 
the original text did not act out of glaring incompetence; 
quite the opposite. It is precisely a separate vote on this 
issue that they were trying to avoid, aware that in that case 
the alignment of votes would be uncertain, to put it mildly. 
This is why I have the right to talk about a scheme. 
However, just as paleontologists restore the image of a 
dinosaur based on the imprint of its hind leg preserved in 
hard coal, | can restore the image of the giant who walked 
through here from the text of Article 4.... 


It reads: 


‘Printed periodicals shall publish materials or communi- 
cations of the state organs of the Russian Federation and 
its components under contracts and at a fee out of the 
funds allocated from the relevant budget to ensure the 
operation of these state organs.” 


It is precisely the independent press that is meant here by 
“printed periodicals” because the dependent press is 
named the “state mass media,” and this is specifically 
mentioned in the text. A numerical calculation, which 
judging from the signature was prepared by one L.Ye. 
Vybornova, chairman of the subcommittee for economic 
support of the mass media, is enclosed with the text. | am 
not going to give the details of these numbers. I ask that 
you trust me as a professional newspaperman—the num- 
bers are stupid and pulled out of a hat. However, two 
circumstances are important to us in this instance: First, it 
is suggested that the state will pay the newspapers for the 
latter to communicate the fact of the existence of the state 
on a daily basis AT ADVERTISING RATES, and that the 
total amount will exceed 40 billion rubles [R], apparently 
in the few months to come (incidentally, no precise time 
period 1s indicated). 


So. if we perceive al! that has been written here literally, it 
is plain gobbledygook. As 1s known, the independent press 
does not publish the texts of laws, official acts, and so on. 
At best it offers information on them and as a rule such 
information is prejudiced. It 1s somehow absurd to pay 
state money for this. Besides, it does not make sense—this 
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is Money going the drain because, whether or not the state 
pays, the independent press will offer information about 
all state events and decrees of any consequence in any 
event—after all, nobody would read a large proportion of 
the newspapers otherwise, and they would go bankrupt. 
Paying at advertising rates is impossible; advertisement is 
goods by the piece, and the cost of newspaper space for 
advertising is measured in centimeters. For example, how 
are you going to calculate how many centimeters in the 
discourse of a particular commentator may be appraised as 
advertising for a state organ? Incidentally, which organ? 
The president? But what if the commentator praises the 
Duma and, as of today, dislikes the president? 


However, it is not worthwhile to sort through all this 
delirium because this is not what it was meant for. Actu- 
ally, this is about so-called state subsidies for the press, 
except that this time the issue is hidden within new and not 
very fortunate packaging. It is hidden because in the open 
it would run into quite legitimate resistance. 


The issue of subsidies for the press arose most acutely after 
the price explosion in January 1992. Since the funds for 
subscriptions were collected for one year in advance, still at 
old prices, it was clear that newspapers would not survive 
given soaring prices for newsprint, transportation, energy, 
services of the Ministry of Communications, and so on. The 
situation was piquant because by then most central newspa- 
pers had either registered their independence from the state 
or had claimed such. However, all of them demanded money 
from the state in unison at that point. Ultimately, the state 
proceeded to do this, despite Gaydar’s categorical objec- 
tions. Most newspapers got subsidies (tremendous amounts 
for the budget), although a few with the largest circulation, in 
particular KOMSOMOLSKAYA PRAVDA and TRUD, got 
the lion’s share of subsidies. This measure may have been 
justified at that point in order to prevent a cataclysmic 
collapse of the press at the initial stage of reforms (at the time 
most of the press supported them). 


Besides, having allocated the money, the government 
could not help getting certain things in return. This func- 
tion of collecting ideological tribute from the newspapers 
was assumed by Mikhail Poltoranin, minister of the press 
at the time. Mikhail Nikiforovich liked to have journalists 
eating out of his hand. For him this was a huge and 
interesting area of work: to compile lists of publications, to 
weigh thoroughly and for a long time whom to give or not 
to give subsidies, to discuss this with editors, naturally 
giving advice in the process as to what tone they should 
write in and about which branch of power.... However, in 
the public eye Mikhail Nikiforovich, on the contrary, 
appeared as the only savior of the free press: Look, I have 
pushed through the subsidies, and I push them through 
every day.... The microscopic sum he allocated to the 
newspapers PRAVDA and SOVETSKAYA ROSSIYA at 
the time gave him the pretext to regularly refer to himself 
on TV screens as the model of a Genuine Democrat: Look, 
I have given money to the opposition, too. (At the time few 
people pondered the fact that this particular opposition 
suited the government.) 
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In the few years since, the situation in the newspaper market 
has changed qualitatively. The circulation of all newspapers 
has dropped substantially, not right away but rather gradu- 
ally, and nothing horrible has happened. The sky has not 
fallen. Quite the contrary, the combined circulation of pub- 
lications has not changed all that much; the readership was 
redistributed. It came out that a tremendous number of 
“central’’ newspapers (which was natural in a huge, strictly 
centralized state) was apparently just not needed in a much 
smaller country which, in addition, is structured on the 
federal rather than totalitarian principle. It has been pre- 
cisely local and regional publications that have developed. 
New nonpoliticized publications have come along which, it 
transpires, can survive on their own. Banks have appeared 
which have already matured enough to finance newspapers, 
thus relieving the state of this burden. However, the payment 
of subsidies has continued, though understandably not to all. 
As a result the situation in the newspaper market has begun 
to assume slightly absurd features: Prices for newsprint and 
everything else are growing; the still centralized Rospechat 
[Main Directorate for Press Distribution of the Ministry of 
Communications] is unable to handle the distribution of 
newspapers and is also demanding greater funds, likewise the 
postal service; the number of subscribers is falling steadily, 
but the number of newspapers is increasing anyway! There is 
a shortage of journalists already! 


The subsidies are one of the principal reasons. Tens of 
thousands of tonnes of wasted paper are returned as scrap 
because dozens of publications exist in the old, preserved 
form due to subsidies. The impossibility of accomplishing 
oneself while working in a press that 1s independent de jure 
but not de facto, which 1s becoming increasingly obvious to 
journalists, is another reason. The reluctance of the regions 
to have a press dependent solely on an uncle from Moscow 
is yet another reason, and so on, and so forth, all the way 
to the readers’ desire to have a choice.... 


I am not maintaining that state assistance to the press is 
completely unnecessary: The newspaper business is very 
risky, and regulatory intervention of the state in one form or 
another is necessary. The forms of such intervention which 
are accepted in civilized countries have long been known: 
Primarily tax relief (newspapers are still fleeced at the rate of 
commercial enterprises), second, subsidization of the rele- 
vant mail and communication services (which in essence 
would amount to moving the money from one of the state’s 
pockets to another), and finally, leasing of premises to 
publications at preferential rates (meanwhile, 1n our country, 
even in the notorious House of the Press on Pushkin Street in 
Moscow, “merchants” were ensconced upon “merchants” 
who naturally had the resources to give bribes). 


Finally, the state must of course maintain a comparatively 
small proportion of publications (in terms of funding}— 
specialized children’s, medical, scientific, etc. publica- 
tions. Incidentally, even they can be financed out of other 
relevant items of expenditure, and no political allusions 
will arise in this matter. 


All of this has been known for a long time and published 
100 times. Why does the issue of subsidies surface, as we 
Can see, yet again 


and in this sophisticated form? 


FBIS-USR-94-048 
5 May 1994 


As the saying goes, look for the one who benefits... 


In very simple terms, subsidies are necessary for a few 
dozen small publications, of whose existence, I am con- 
vinced, an overwhelming majority of the population is not 
even aware; these publications will immediately die off in 
the absence of subsidies. Besides, the two supermonopoly 
giants of the domestic press, TRUD and KOMSOMOL- 
SKAYA PRAVDA, apparently insist on subsidies. It is 
precisely subsidies that help them maintain their circula- 
tion at the quite high level of a few million copies. 
However, neither newspaper will collapse if it is deprived 
of subsidies: It is just that their circulations will drop (the 
circulation of the already mentioned KOMSOMOL- 
SKAYA PRAVDA has dropped in recent years from 22 
million to 3 million, but the people were not left without 
information nonetheless—nature abhors a vacuum). Why 
does KOMSOMOLSKAYA PRAVDA need a circulation 
that is still huge by current standards, even at the price of 
losing real independence from state structures and a con- 
tinuous shortage of funds to pay for newsprint? Perhaps 
KOMSOMOLSKAYA PRAVDA does not need this, but 
the Komsomolskaya Pravda Joint-Stock Company does. 
The size of profits from advertisements depends on circu- 
lation, and these profits of KOMSOMOLSKAYA 
PRAVDA are not measured in tens of millions. Naturally 
they are not returned to any budget but are rather put to 
use again through commercial structures of the Komso- 
molskaya Pravda Joint-Stock Company. It seems to me 
that we know what to call the allocation of sums going into 
billions from the state budget to a private commercial 
company which extracts profits from them and distributes 
the profits among its people. It is just that the legal practice 
of the world appears to lack a term for instances in which 
the parliament is involved in this. 


A companion memorandum enclosed with the draft law is 
signed by the chairman of the Committee for Information 
Policy—indeed, the same Mikhail Nikiforovich Poltora- 
nin. I do not intend to suspect the former minister, who 
still cultivates a warm relationship with the leaders of a 
number of publications, of being commercially inter- 
ested—this will never be proven! However, Mikhail Pol- 
toranin’s political interest is obvious: After all, tax relief, 
which can truly improve the situation of the entire press, 
does not call for creating some kind of structure which 
would once again carve up the pie and, therefore, keep the 
hungry on a leash. 


Meanwhile subsidies—even in the form of “payments for 
advertising the state,” ridiculous as 1t might be—do call for 
creating some kind of commission or committee that will 
decide how much to give to whom, and who ran the better 
or worse advertisement. Understandably, whoever heads 
this committee will have informal influence on the two 
largest newspapers in the country, and therefore carry an 
altogether different political weight of his own.... 


However, this does not exhaust the list of incongruences 
(or congruences—depending on the angle you take) in the 
text of the draft law. 
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Further on, after this small extraneous insert which will 
cost the taxpayer R45 billion, an altogether wild text 
follows that is devoted to the problems of our poor 
television, virtually all of which, with the exception of 
Independent Television, is unfortunately state-owned. 


At first the issue is what television is obliged to show in 
newscasts. In the opinion of the legislator, newscasts 
should consist of a demonstration of what the various 
organs of power from the very top to the very bottom, 
along both the executive and representative vertical chains 
of command, are doing. 


I quote: 


“The state audiovisual mass media of federal significance 
shall include, on the day of occurrence of the event in 
question, in all informational programs reports on: 


“decisions and actions falling within the jurisdiction of the 
Russian Federation president or the Russian Federation 
Constitutional Court, or constituting the responsibility of 
the chambers of the Russian Federation Federal Assembly 
in keeping with Articles 88, 93, Part 2, Article 87, Part 2, 
Article 92, Part 2, Article 108, Parts 2 and 3, Article 111, 
Points a), c), and e), Article 83, Points a), b), c), and f), Part 
1, Article 84, Points a), b), c), d), ande), Part 1, Article 102, 
Points a), b), f) and g), Part 1, Article 103 of the Consti- 
tution of the Russian Federation. 


“The state audiovisual mass media of federal significance 
shall include, on the day of occurrence of the event in 
question, in all informational programs reports on: 


“decisions and actions falling within the jurisdiction of the 
Russian Federation president or the Russian Federation 
Constitutional Court, or constituting the responsibility of 
the chambers of the Russian Federation Federal Assembly 
in keeping with Parts |, 4, and 5, Article 102, Points c), d) 
and e), Article 103 of the Constitution of the Russian 
Federation; 


“statements of the Russian Federation president, cham- 
bers of the Russian Federation Federal Assembly, and the 
Russian Federation Government; 


‘presentations by the chairman of the Russian Federation 
Government, deputy chairmen of the Russian Federation 
Government, and federal ministers at the proceedings of 
the chambers of the Russian Federation Federal Assembly; 


“press conferences of the Russian Federation president, 
the chairman of the Russian Federation Government, the 
chairman of the Federation Council of the Russian Feder- 
ation Federal Assembly, the chairman of the State Duma 
of the Russian Federation Federal Assembly, as well as 
press conferences held by decisions of the committees, 
commissions, factions, or deputy groups of the chambers 
of the Russian Federation Federal Assembly; 


“other publicly significant facts of activities of the federal 
organs of state power. 


“The state audiovisual mass niedia of federal significance 
must ensure prompt information for TV viewers and radio 
listeners concerning official visits by the heads of foreign 
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states and governments to the Russian Federation, as well 
as about official visits abroad of the Russian Federation 
president and delegations of the Russian Federation Fed- 
eral Assembly or the Russian Federation Government....”’ 


Alas, this is just the beginning. These are merely newscasts, 
and everything else follows on several pages. Everything is 
regimented—the time of broadcasting (prior to 2400), an 
opportunity to cut advertisement into the stream of offi- 
cial reports (impossible), the length and frequency of other 
programs, coordination procedures, and so on. Even the 
“preferential right”’ of the speaker on the principal issue to 
appear on the air is envisioned, as well as that of a deputy 
who has spoken at a meeting if his point of view has won 
a certain number of votes. It is envisioned that all these 
programs should not overlap in time if they are broadcast 
on different channels. The order in which video episodes 
should be placed is envisioned: first, about the parliament, 
then about then president, then about the governments, 
and so on, up to mandatory participation by journalists in 
“informational and educational programs” about the oper- 
ation of the state organs and criminal liability for violating 
the present law. 


It is instructive that all this legislative gibberish is subse- 
quently extended from the federal, central level to all 
others in descending order. According to the beautifully 
consistent bureaucratic thought, the same should be hap- 
pening to local radio and television! That is to say, the 
local authorities do not have the right to sort things out 
even with their own television—here is the federation for 
you... 


In general I am recounting all this with amazement rather 
than outrage: Unlike the issue of subsidies, this part of the 
“law” is absolutely harmless because it cannot be carried 
out in principle. It would be easier to close television 
down. Besides, sooner or later the state will be compelled 
to set television free just as it did newspapers: It is 
impossible to maintain television out of the budget. 


However, another point is the most essential in this 
instance—that this, if we may say so, draft law has been 
passed by the Duma in the first reading. While I have loved 
the parliament for a long time and with devotion regard- 
less of who is in it, just as a symbol of hope that one day we 
will be all right, too, I cannot but note that the continuous 
struggle of the democrats against parliamentarism has 
borne fruit. Obviously the current Duma does not have 
legal personnel with any degree of skill (all of them have 
long been in the presidential structures, banks, or overseas; 
besides, who is going to come to a place where shots are 
fired, and noi blank ones!). Meanwhile, a parliament 1s 
first of all a research establishment, and only then a voting 
machine. The parliament should have at its disposal the 
best personnel, time, and material potential in order to not 
vote on such gibberish. As the first attempt indicates, our 
parliament lacks all these. A few more “tries” of this 
nature and the Duma will indeed have to be disbanded: 
Afier all, control of a spaceship cannot be entrusted to the 
intellect of an ape. 
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Antwerp Diamond Firm on Operations in Russian 
Market 
944E0739A Moscow TRUD in Russian 21 Apr 94 p 6 


[Interview with Itskhak Bannai, manager of the YUBEKS 
Company, by TRUD correspondent Nikita Shevtsov, in 
Antwerp; date not given: “Uncut Diamonds—This Is a 
Way of Life’’] 


[Text] My interlocutor—Itskhak Bannai—is the manager 
of the YUBEKS Company, which is located in the Belgian 
city of Antwerp; it is considered one of the fastest developing 
and promising firms operating on the uncut and cut diamond 
market. It has subsidiary and joint enterprises in many 
countries of the world. Not many people know that 
YUBEKS became the first foreign firm that started to cut 
diamonds in Russia jointly with the Smolensk production 
association Kristall. The discussion in our interview mainly 
centered on the peculiarities of the diamond business and 
how it is developing in the world, particularly in our country. 


[Shevtsov] Mr. Bannai, why and how did you decide to 
work in the diamond business? 


[Bannai] Most of all, because diamonds are not simply a 
business, but a way of life. Work on them can even be 
equated to art. I see this business as a hobby that, in 
addition, can bring in an income. Although, based on 
economic interests, on my part it would be more advisable 
to concentrate my principal attention on other more 
profitable forms of activity of our companies. 


The cut-uncut diamond business is a closed business in 
which in order to win one’s own “place under the sun” it 1s 
necessary to pass a very difficult survival exam. He who 
engages in this business finds himself under unusual con- 
ditions, in which an especially important role is played by 
confidential relations with partners, and the word you give 
has primary value. 


I joined the diamond business immediately after com- 
pleting studies at a university in Paris. I started to learn it 
in Israel, where I studied worked in shops and became 
familiar with gemology. Further, our company was among 
the first to master the “princess” type of cut, which was 
new at that time. Given the availability of a certain type of 
raw material, this cut makes it possible to obtain a very 
beautiful diamond with a quadrilateral form. The losses 
from the initial weight are extremely insignificant. 
Thereby, the coefficient of effectiveness of its use 1s greatly 
increased. Thus, it can be said that this is what started our 
penetration into the uncut-cut diamond business. 


[Shevtsov] Are any changes occurring now in world trade 
in the uncut and cut diamond business? 


{[Bannai] It 1s well known that the uncut-cut diamond 
business 1s to a large degree conservative. But tn recent 
years it has undoubtedly been experiencing important 
changes, especially in the sphere of the new technology for 
processing uncut diamonds. At the same time, the concept 
of sales 1s changing and being improved. Broad prospects 
for the development of new markets in the east are 
emerging—first and foremost in China and Russia, where 
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one-quarter of the population of the planet lives. It is 
precisely there that new diamond buyers should appear. 


{Shevtsov] But after all, they are very expensive, and the 
incomes of the people in these countries is rather low... 


[Bannat] First, there is reason to hope that the incomes of 
the population in these countries will increase. And, 
second, it should not be thought that all diamonds are very 
expensive. Of course, there are diamonds that cost hun- 
dreds of thousands and even millions of dollars. But on the 
other hand there are the kind that in principle are acces- 
sible to everyone. They can be acquired for several dozen 
dollars. Thus, the dream of diamonds is realizable not only 
for the rich. 


[Shevtsov] How ts the activity of your company conducted 
on the Russian market? 


{[Bannai] I visited Russia as a businessman for the first 
time in 1989. During a visit to the Smolensk production 
association Kristall we began to hold negotiations on the 
creation of a joint enterprise for cutting diamonds, And 
although they were quickly concluded with success, a 
considerable amount of time passed before it was possible 
to establish a joint enterprise between our company and 
the Smolensk plant that really began for the first time to 
engage in diamond cutting. It was given the name Kristall- 
diam, and after three years became one of the major 
producers of diamonds, among similar joint enterprises 
existing in Russia. In addition, its product ts distinguished 
by the high quality of faceting for which Russian dia- 
monds, particularly Smolensk diamonds, have long been 
famous. We were the first to produce the Princess diamond 
cut in Russia. Right after our enterprise, other Russian 
plants began to do this also. All told, with the participation 
of YUBEKS five joint enterprises engaged in diamond 
cutting have been established in Russia. 


{Shevtsov] What do you think of the condition of the 
uncut-cut diamond industry in Russia? 


[Bannai] I want to say that, despite the economic crisis that 
has struck practically all branches of the economy of 
Russia, this industry 1s one of very few that has succeeded 
in maintaining its position. Although, of course, its devel- 
opment is being negatively affected by the instability of the 
political situation, the developing crime-conducive sttua- 
tion, and also the fact that some enterprises have ended up 
outside Russia. 


Unfortunately, there is no clear concept of the develop- 
ment of the uncut diamond processing industry on a 
countrywide scale. Moreover, this branch attracts a large 
number of people who do not understand it very well. 
Nevertheless, they try to influence the course of events. 
Some of them think that Russia should sell its raw mate- 
rials only to De Beers, and others that it should not sell 
diamonds at all, inasmuch as this leads to a “squandering” 
of the national wealth, etc. A lot of inaccurate and incor- 
rect articles have appeared in the press. Unjustified attacks 
are frequently made on such state structures as Kom- 
dragmet of Russia, Almazyuvelireksport, and Diamonds 
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of Yakutia-Sakha. But after all, high-class professionals 
work in these structures who like and understand their 
business. 


It is clear that it is necessary to sell the main mass of uncut 
diamonds and the products received from them. If Russia 
does not trade in uncut and cut diamonds, others will start 
to do so for it, squeezing it out of the international market. 
Of course, reserves of uncut diamonds must exist, but in 
reasonable limits. It is no accident that the United States 
regularly resorts to the sale of uncut diamonds from the 
strategic reserves. In the last two years this tendency has 
intensified even more. 


Now, for example, the value of technical uncut diamonds 
has dropped sharply. Prices for them were reduced by 
20-30 percent in the last year. A situation has developed in 
which even De Beers cannot and indeed does not want to 
control the situation in the technical uncut diamond 
market. I, for example, consider absolutely groundless the 
De Beers assertion that Russia, allegedly in circumvention 
of an agreement reached with this monopoly, has flooded 
the international uncut diamond market, which will lead 
to a drop in prices for them. How then in such a case, while 
announcing the arrival on the world market of an excess of 
uncut diamonds from Russia, did De Beers itself increase 
deliveries by 30 percent, thereby attaining a record level of 
sales for its entire 120-year history of existence. 


Of course, if Russia takes the path of development of its 
own diamond-cutting production, this will to some degree 
weaken the monopoly position of De Beers. In turn, Russia 
will feel more confident on the international cut diamond 
market. I think that your country, from the position of an 
equal, could come to an agreement with De Beers about 
your real place in this market. Of course this is not easy, 
but it is possible. 


For this the state must first decide how many and what 
kind of uncut diamonds it wants to cut, and also guarantee 
the necessary raw material to diamond-cutting plants for a 
long period. In addition, the government has to consider 
that in offering raw material to plants according to a price 
list coordinated with De Beers, a high profit will be assured 
from the production of cut diamonds. This 1s explained by 
the fact that additional well-paid jobs are established, and 
the treasury receives stable deductions from the payment 
of high taxes. The diamond-cutting plants gain their own 
capital, and they are not listed among the state debtors. 


| am a supporter of the centralized distribution of dia- 
monds in Russia among enterprises engaged in their cut- 
ting. However, of course, they should be received only by 
serious firms that simultaneously with trade ensure the 
employment of the population. In addition, it is necessary 
to establish a secondary raw materials market in Russia 
and also to encourage Russian firms to establish subsidiary 
enterprises in other countries. They should join in partner 
relations with foreign companies that have colossal expe- 
rience in activity on the international market. It 1s also 
necessary to support and strengthen those Russian struc- 
tures headed by Komdragmet, which, speaking for a con- 
tinuation of cooperation with De Beers, at the same time 
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do not plan to do the bidding of this monopoly, first and 
foremost protecting the interests of Russia and its uncut 
diamond industry. 


Soskovets, Metallurgy Enterprise Heads on 
Sector’s Problems 

9445£-0763A Moscow RABOCHAYA TRIBUNA 
in Russian 29 Apr 94 p 2 


{Report on statements made by First Vice Premier Oleg 
Soskovets at collegium meeting with the directors of met- 
allurgy enterprises: “It Is Difficult for Everyone—In Dif- 
ferent Ways...’”] 


[Text] After the resignation of Ye. Gaydar and B. Fedorov, 
the mass media reported that the corps of directors had come 
to power, that the government would carry out its will, and 
consequently, that an end had been put to the reforms in 
Russia. What was the basis for such conclusions? It would be 
better to make a judgment on industrial policy based on the 
actual relationships between the government and enterprise 
directors, not on the basis of theoretical arguments. In this 
connection, their meeting in an expanded collegium of the 
Russian Federation Committee on Metallurgy was signifi- 
cant. The directors of the basic sector of domestic industry— 
metallurgy—and a number of government officials headed by 
First Vice Premier Oleg Soskovets held a dialogue which did 
not conform to what has been described by our SMI [mass 
media], let us say frankly. The directors did not speak as the 
opponents of reforms. The government was in no hurry to 
compliment “the generals of industry.” This was a meeting of 
pragmatists, first of all. 


Essentially all the problems facing the Russian economy 
are concentrated in enterprises of the country’s metallur- 
gical complex, because they are the ones who have 
incurred the largest expenditures for energy consumption, 
locked in all the country’s mining and 25 percent of the 
coal industry, and taken over a substantial part of the 
output of the machinebuilding complex and the electrical 
engineering industry, and so forth. These problems must 
be resolved, because without the metallurgical industry, 
the Russian economy cannot be reformed any further: 
metallurgy is the foundation on which all industry stands. 


The country’s basic and most important sector 1s in crisis 
today, and no matter how painful its manifestations are, 
searching for those at fault for this situation in the central 
departments in Moscow ts unlikely to be correct. And not 
only because metallurgy is always the focus of close atten- 
tion by the government (it is sufficient to remember that 
the government examined stabilization of the work of a 
number of subsectors of the metallurgical complex on 
several occasions last year), but primarily because today 
metallurgical enterprises are independent subjects of eco- 
nomic activity and subjects of the market. And they should 
operate independently. But it seems to me that many 
metallurgical enterprise managers have not realized this 
fact yet, and have not completely adapted themselves to 
conditions in an economy which 1s being reformed. 


There are reasons for this. Centralization in industry, for 
which ministries were used as a tool in the USSR, was 
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probably most apparent in enterprises subordinate to the 
Ministry of Ferrous Metallurgy and Ministry of Nonferrous 
Metallurgy. Let us remember how the ministers “trained” 
the directors in selective conferences. The commands are 
still fresh in most of their minds: “Stop production—give 
the converted metal back to the cooperatives... Discontinue 
domestic deliveries—set aside so many metric tons for 
export, so many for the Ministry of Defense...” We were 
trained to work by command and in accordance with volume 
indicators, and although 2 or 3 years ago we were studying 
the work of foreign firms and invited the presidents of 
concerns and representatives of joint-stock companies who 
have been working under market conditions all their lives, 
we have not been able to develop anything similar to their 
system of management. 


We dena onalized property and formed shareholding 
enterprises, and we essentially limited ourselves to this. 
After acquiring a basis for independent economic opera- 
tion, we began setting prices ourselves. Transport workers 
set rates which, from their point of view, were the best 
possible to maintain the sector. Can the prices for energy 
resources be called abnormal if the power engineers set 
them freely, guided by the very specific situation in which 
they found themselves? Ask any manager in the Ministry 
of Fuel and Energy about this, and he will say that all the 
prices for electric power announced for consumers through 
the RAO [Russian Joint-Stock Company] “YeES Rossiya”’ 
are based on the cost of the metal, coal, and so on. But as 
a result we arrived at a situation in which no one can do 
anything: everyone owes each other. Who has to set up a 
system for payments between enterprises, in accordance 
with laws drafted by the government, of course? The 
Ministry of Finance? Of course not. Who has to ensure that 
the banks, whose founders are engaged in economic oper- 
ations, provide for effective demand? The government? 
Also no. We have to say frankly that a management system 
has not been created in metallurgy. 


A Committee on Metallurgy has been established, and it 
performs a great deal of useful work in shaping government 
policy with respect to the sector, but metallurgists have not 
been able to come to agreement among themselves. Begin- 
ning with the mining enterprises, through all the production 
conversions right down to the fourth process stage, there are 
absolutely no financiai relationships—those relationships 
which can establish and maintain the necessary production 
ties in any situation—among the subjects engaged in eco- 
nomic operations. A management system is able to identify 
the common interests of enterprises and unify them, not in 
accordance with a formal characteristic, but because of their 
economic, financial, and property linkage. It is precisely this 
link which is traced in the classical structure of any Western 
concern associated with metallurgy, whether it is a techno- 
logical or multisectorial association. It is precisely this link 
which creates additional interest for the producer and is the 
stimulus for production. Until we establish it, it is very 
difficult to speak about stopping the manifestations of the 
crisis at some stage. 


We are now attempting to unite the interests of miners and 
metallurgists, miners and transport workers, aluminum 


FBIS-USR-94-048 
5 May 1994 


producers and power engineers, and we are speaking about 
cartel agreements, which may be only natural for economic 
subjects in the current stage from the viewpoint of tariffs, 
and on the other hand, from the viewpoint of prices for 
finished products. But this kind of agreement remains on 
paper if its participants make a stand for their narrow 
interests and are oriented not toward the final ton on 
which each one’s profit is calculated, not toward the 
production cycle as a whole and all the processing stages, 
right up to completion of the end product, but only toward 
the stage associated with their direct activity. Civilized 
approaches to relationships between economic subjects are 
well-known in the world, and we have to develop them as 
well if we do not want to return to the old system, which 
should be ruled out completely today. We must not go back 
to the command system, but forward, toward a financial 
system of management. 


Today we cannot pay for Kazakhstan coal for the Magni- 
togorsk, Nizhniy Tagil, and Orsk-Khalilovo combines, for 
chromium ore for Chelyabinsk and Serov, and we cannot 
count on Ukrainian enterprises... We should not think that 
we can get along without that part of the raw material and 
production base which was left with the near abroad after 
the collapse of the USSR, and that Russia is in a position 
to restore everything that it lost. According to our esti- 
mates, this would cost the country $12 billion. Will the 
taxpayer understand us if we ask him to pay such a sum? 
Of course not. Based on professional knowledge of tech- 
nological production facilities and experience in personal 
relationships, it 1s incumbent upon us to restore ties and 
reactivate a unified metallurgicl complex, but only through 
financial relationships, which should become the basis for 
the system of metallurgy management which we have to 
create. 


I am following how the situation in our economy 1s being 
interpreted in the West. There they say the Central Bank is 
chiefly at fault for the lack of the results needed in the 
reform, because it supposedly is extending credit to state 
enterprises. But this is not the case. We have to acknowl- 
edge the complete absence of a state system for increasing 
investment activity. Metallurgy, like a number of other 
sectors, was given substantial benefits related to customs 
duties, export operations, and currency deductions last 
year. But these benefits did nothing to increase investment 
activity: because of the crisis in effective demand, a 
substantial part of the funds released were directed to the 
consumption fund. 


Unfortunately, we do not hear the voice of enterprise 
managers, and they have to raise questions about costs in 
the government’s work, credit and financial problems, and 
on both tax and pricing problems, that 1s, on key questions 
where the government has to work out the basic rules of the 
game in accordance with which economic subjects should 
interact between themselves and with the state. The most 
important subject for our economic policy is the change of 
enterprises to shareholding, which should produce definite 
results in the activity of each economic subject; the urgent 
task of organizing a banking system ts extremely important 
as well. 
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The government can resolve all these matters only with the 
help of our specialists. We will not find any others who 
know domestic metallurgy and understand the problems 
facing it. 


Continuing Problems in Providing Housing 
Examined 

9441.0763B Moscow RABOCHAYA TRIBUNA 
in Russian 29 Apr 94 p 2 


[Article by Arkadiy Solovyev, secretary of the FITUR 
[Russian Federation of Independent Trade Unions] 
Council: “No One Is Sorry for the People in ‘Communal 
Accomodations} 


[Text] State apartments free of charge disappeared in the 
previous era. Millions of Russian families have remained in 
cramped, dilapidated, damaged housing. Does the Russian 
Government intend to provide support for the disadvantaged, 
who are not in a position to spend millions to improve their 
housing conditions? 


As we know, the new constitution of the Russian Federa- 
tion grants only our right to have a roof over our heads 
instead of the traditional state “guarantee” of housing for 
all of us. And achieving this now depends only on the 
individual himself, or more more precisely, on his wallet. 
And that is sad. Half of our society is made up of persons 
unable to work (pensioners, young people, the disabled, 
and children), who receive fixed allowances, compensatory 
payments, and stipends which are far below the subsis- 
tence minimum. It is clear that the market in the housing 
field means they are completely deprived of civil rights and 
even further dependent on the local budget. But if we are 
reminded that there is never any money in the budget as 1 
is, it is not at all clear how the new order for providing 
social housing will function. 


The state of affairs with respect to provision of housing for 
the 60 million able-bodied citizens is even less clear. The 
most pressing question is: will the state’s “housing debt” 
be paid to them? After all, the line in which over 10 million 
families have “‘stood” for many years has completely lost 
its outlines (vague as they were). And the mechanism for 
ordinary employees of “ordinary” enterprises to purchase 
housing on the market 1s completely inaccessible. 


In the transition to the market, the housing problem 1s just 
as severe as the wage and employment problems. However, 
the latter have counterparts in the economy of Western 
countries, but the housing problem has the features of a 
purely Soviet phenomenon. In this connection, I believe 
we need to single out several key factors and define them 
more specifically in a new housing policy. Unless the 
reformers want restructuring of the housing field to 
become an additional catalyst for social instability, of 
course... 


First of all, in defining the overall economic mechanism 
for stabilization, we cannot overlook the gradual expan- 
sion of housing construction. Naturally, this 1s possible 
only with wide-scale state protectionism. Secondly, we 
need to maintain state levers for regulating the housing 
market. A policy of “shock” privatization of housing 
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facilities 1s unacceptable. And thirdly, discontinuation of 
State subsidies for housing and payment for communal 
services should take place together with an appropriate 
review of the tax system and a change in the structure of a 
minimum consumer budget. 


I would like to discuss these key problms in a little more 
detail. 


The average housing per citizen ts 16 square meters of total 
space, which 1s somewhat less than that stipulated by the 
Housing Code of the RSFSR—18 square meters. The 
housing problem in Russia ts burdened by the fact that 
more than 30 million square meters of housing are located 
in dilapidated and damaged structures. With the volumes 
of construction being forecast, it is not hard to draw the 
conclusion that there are no prospects for improvement in 
the situation. 


The shock increase of 100 times the cost of housing and 
everyday services outlined by the government program 
deprives persons on the waiting list of the opportunity to 
acquire an apartment under the conditions stipulated by 
the RSFSR Law “On privatization of available housing in 
the RSFSR.” Most of the people simply will not have the 
funds needed to purchase housing over the next 10 years. 


There has been a decline in the volume of financing for 
housing construction from all sources. The government 
has practically relieved itself of this unpleasant business. 
The situation that has taken shape has paralyzed move- 
ment of the line for improved housing conditions, first of 
all. The FITUR’s proposals to conclude a General Agree- 
ment on Additional Commitments for Housing Construc- 
tion have not been supported in the Kussian Federation 
Government and were not put into a document. 


The situation with respect to development of house- 
building cooperatives and individual builders is no better. 
There has been three times as much recession here. In the 
economic sitation that has taken shape, shifting the con- 
cern about housing to the people’s shoulders will not be 
able to stimulate new construction over the next 10 years, 
since the population has a single problem-—survival. 


A new source of financing for housing construction has 
made its appearance over the past 2 years—so-called 
commercial and shareholding organizations. It 1s being 
practically doubled each year, but its proportion, as before, 
is not high (25 to 30 percent) 


As of the beginning of this year, 10 million families were 
on the waiting list to receive housing. Almost one-third of 
them are living in communal apartments, dormitory facil- 
ities, and dilapidated and damaged structures, many have 
been waiting to receive housing for over 10 years. 


With the existing level of housing provided for the public 
and the condition of the economy, we cannot manage 
without direct assistance from the state budget and other 
centralized sources. 


The housing market being formed under government 
supervision has become a factor in the workers’ deterio- 
rating housing conditions and has sharply stepped up both 
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economic and social tension. | think that housing reform 
should be coordinated without delay with all elements of 
social policy (primarily with the policy of incomes and the 
living standard, and with the employment policy and 
directed social support for disadvantaged citizens) and 
subordinated to the goals of providing for the priority 
constitutional rights of the individual—to housing and 
property and a fitting standard of living. But the current 
housing policy is openly subordinated to a single, purely 
economic interest—relieving the state budget of what is 
left of elementary social guarantees. 


1993 Traffic Accident Statistics Examined 


9441-.0762A Moscow ZA RULEM in Russian No 4, 
Apr 94 p 36 


[Report by F. Ilyukhin: “37,000 Casualties! It Is Terrible’’} 


[Text] In commenting on the accidents statistics for the 
first 6 months of last year (ZA RULEM No 11, 1993), we 
predicted that the annual total would differ little from 
1992, a year with a high accident rate. Unfortunately, this 
prediction was generally correct. 


Despite the fact that the number of DTP [traffic accidents] 
in 1993 dropped by 3.7 percent compared with 1992 and 
there were 3.9 percent fewer persons injured in accidents, 
the principal and most alarming indicator—the number of 
casualties—rose by 1.5 percent. 


More than 37,000 persons were killed on Russian roads, 
100 people per day. You remember how the country was 
shaken last December by the aircraft disaster over Irkutsk, 
where about 120 passengers and crew members were 
killed. But there are almost as many here every day, and 
there is no public reaction. This is the kind of dangerous 
magic involved in large figures. 


The steady increase in severity of the consequences of 
accidents (with a decrease in the number of accidents) 
attests to the fact that they are becoming bloodier. The 
reason for this often is unregulated high speed, poor roads, 
and the disgustingly poor condition of the vehicles. 


All the same, in grieving about casualties on the roads last 
year, let us not pass over the positive trends which provide 
at least a little hope. The number of accidents and the 
number of persons killed and injured by drunk drivers 
have declined (by 5.5, 3.7, and 3.5 percent, respectively). 
The accident rate involving the transport facilities of 
enterprises and organizations has decreased. The number 
of accidents here declined by 14 percent, and the number 
of persons killed and injured decreased by 13 and 14.9 
percent. Though we should not boast too much about 
this—the fleet of motor vehicles which belong to so-called 
juridical entities has been reduced, as we know. And one 
more positive result—fewer children have been hit by 
vehicles than in 1992. 


In one of the commentaries on accident rate statistics 
published in the journal, they were compared with a 
pendulum, because there is no assurance that individual 
indicators which declined last year will not increase in the 
following year. There is no such assurance now, either, 
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since there is no unified highway traffic safety system in 
Russia—it has not been created yet. There is no law on 
road traffic, although it has been drafted, but it was not 
moved for almost a year in the former VS [Supreme 
Soviet]. Perhaps the new parliament will find the time for 
it, and devote its attention to one of the most important 
social problems of our time. 





1993 Accident Rate on Roads of the Russian Federation 
(according to data from the GAI MVD [State Motor 
Vehicle Inspectorate, Ministry of Internal Affairs) 
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Change in the Principal Accident Rate Indicators 
(in Percent of (1992) By Economic Regions 
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Railway Transport Tasks Outlined 
944E0721A Moscow ZHELEZNODOROZHNYY 
TRANSPORT in Russian No 9, Sep 93, No 10, Oct 93 


[Article by I.V. Belov, professor, doctor of Economic 
Sciences, Honored Scientist of the RSFSR, and V.A. 
Persianov, professor, doctor of Economic Sciences: “*Rus- 
sian Transport: Basic Tasks and Prospects (The Stand- 
point and Thoughts of Scientists)’’} 


[No 9, Sep 93 pp 2-8] 


| Text] The complexity of the transport situation which has 
formed on Russian territory was impressively elucidated at 
the Applied Science Conference of the RF Academy of 
Transport, which was held in September 1992, with inter- 
national participation. The content of the basic reports and 
speeches, however, went beyond the framework of simply 
informing the transport community of the state of affairs on 
Russian railways. Proposals on the directions for develop- 
ment of the Federation’s transport system and on the 
concept for drawing up the “Transport Rossii’ [Russian 
Transport] Program and the principles on which it should be 
based were advanced at the same time. 


A considerable place was devoted to scientific support of 
developments, and the new demands which our transport 
policy must meet under market conditions were formu- 
lated. The main report rejected the principle of the “‘pri- 
macy of means of transport,”’ which transfers the center of 
gravity from the organization of a commodity-producing 
system as a whole and its infrastructure to selection of the 
methods for operating rolling stock for each individual 
form of transport. It was noted that today we need special- 
ists, thinking in general transport terms, without whom we 
cannot form an efficient commodity- and passenger- 
carrying system for the Russian Federation. 


The rates of development of the comprehensive state 
program, “Transport Rossii,” in which the Academy of 
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Transport is assigned a prominent place, are picking up. 
The first stage of development is essentially completed. 
About 50 scientists and experts from abroad took part in it, 
and forces and resources of the International Monetary 
Fund were drawn in. One of the reports noted that in the 
past the Union “had never had programs like this, it was 
being done for the first time.” In reality, perhaps, our 
country had not had such an accompaniment for a secto- 
rial national economic program since the mid- 
1920’s-beginning of the 1930's, when it was considered the 
norm to draw in foreign specialists and resources. It is 
another question as to how effective this will be in modern- 
day Russia. After all, our scientific potential is fully 
adequate for us to cope with any task ourselves. The 
mechanical transfer of Western experience to domestic soil 
is particularly inadmissible. 


Another general aim, based on principle, and expressed at 
the conference, was the need to provide the program with 
a reliable foundation—scientifically verified ideology, 
which should be incorporated into the basis of Russia’s 
transport system. This will be our topic below, and more- 
over, our main attention will be paid only to problems and 
questions which remain in the background, but are of 
decisive importance for the development of Russia’s trans- 
port system. 


Analysis of the Problematic Situation 


It is impossible to determine the strategic and tactical goals 
correctly, and to formulate Russia’s transport policy, 
without objectively evaluating the situation which has 
formed. The destruction of the unified political space 
inevitably led to the dismemberment of the country’s 
economic wholeness and a breakdown of the traditional 
transport-economic ties. In evaluating the general course 
of the process of disintegration of the USSR transport 
system, the results of this process, condensed to the max- 
imum, can be characterized in a single word—- 
degradation—which has encompassed almost the entire 
transport industry of all the former Union republics, 
including Russia. 


Russia’s sacrifice in favor of the other republics was 
obvious, constant and significant in former years, but is 
not appreciated to this day. Russia was regularly allotted 
too low a volume of supplies of transport funds and 
material-technical resources. With respect to the density of 
the railroad network (about 5 km per 1,000 km? of 
territory), Russia gave way to many of the former Union 
republics—Ukraine (38 km), Belarus (27 km), Kazakhstan 
(5.4 km), Uzbekistan (7.8 km). Russia also found itself in 
last place with respect to density of paved roads (about 23 
km per 1,000 km? of territory). Right now it has only about 
460,000 km of these roads, while the total need for them is 
estimated as 2.5 million km. 


On the whole for Russian transport, the volume of freight 
conveyance in 1992 was reduced by 20 percent, including 
river—by 37 percent and air—by 40 percent, as compared 
with 1991. In the last few years the development of the 
transport network has slowed down, as 1s evidenced by the 
data in Table |. 
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Table 1. Extent of the Transport Network (at the beginning of the year, thous. km) 

Type of transport, | 1986 | 1991 | 192 | 1992 a8 % of 

oo | | a 

Railroads for general use 84.9 87.2 86.8 102 99.5 

Inland navigation routes, served by | 106 | 103 | 102 | 6 99.0 

Rosrechflot 

sighoan Oo grea we ta | 4 | # (002 

Main oil and gas pipelines 64.9 | 66.2 | 65.1 | 100. , 98 











In 1992 the transport construction volume was cut back 
sharply. In 9 months of 1992, of the planned 90 km of new 
railroad lines for the Russian Ministry of Railways, not a 
single kilometer was put into operation. Only 40 km of 
second tracks were turned over for operation, instead of 
208 km. In January-September 1992, 2.900 km of paved 
highways for general use were built, as against 5,900 km tn 
the same period of 1991 and, respectively, 25 km as against 
87 km of main petroleum products pipelines. No main oil 
pipelines were put into operation in this period (in 9 
months of 1991, 705 km of them were put into operation) 
The unsatisfactory state of many of the railways creates 
emergency situations, leading to losses during transport 
and a reduction tn the speed of freight delivery 


Railroad transport. The railroads of the Russian MPS have 
an increasing number of defective rails and rails that have 
worked out their service life laid on their tracks. The extent 
of main tracks using these rails has reached respectively 
11,000 km (9 percent of the total extent) and 22,000 km 
(18 percent). Some 22,000 defective switches and 23,000 
defective crossings (11 percent of their total number) are in 
operation on the tracks. 


There ts an urgent need to replace R-65 rails on the most 
freight-intensive roads, which account for 83 percent of the 
developed length of main tracks in Russia, with the 
stronger R-75 rails. Only 4 percent of the main tracks have 
rails of this type at present, and such freight-intensive 
roads as the Sverdlovsk, East Siberian and Transbaykal 
have no R-75 rails at all. 


The deterioration in the state of the track on the railroads 
stems to a considerable extent from the double or triple 
cutback in supplies of rails, ties and other permanent way 
elements. The main reason for the nonfulfillment of the 
schedules for supply of materials for the permanent way 
tracks 1s the railroads’ shortage of funds to settle with the 


suppliers. The price of rails, ies and sets of switch ties rose 
by a factor of 35-50 as compared with 1991, and of sets of 
switch assemblies—by a factor of 160. 


Because of the poor state of the track, the roads have been 
forced to introduce speed restrictions for train traffic on a 
number of sections. According to the condition on 20 
November 1992, on sections 8,000 km long, 5,500 speed 
restriction warnings were in effect, and of them, 1,500 
were not provided for by the traffic schedule. 


Motor vehicle transport. The highway network of the 
Russian Federation ts inferior in all indicators, not only to 
the leading foreign countries, but also to the former Union 
republics. According to the data of the Motor Vehicle 
lransport Department, only 10-12 percent of the trucks 
and buses for general use from the motor vehicle fleet of 
the former USSR were left on Russian territory. 


Over 40 percent of Russia's rural population centers have 
no connections with the network of routes for general use. 
The situation 1s particularly critical in Yaroslavl Oblast, 
where only |? percent of the rural population centers have 
this connection. The situation 1s analogous in Tver, Kos- 
troma, Orlov, Kursk, Volgograd, Omsk and Tyumen 
oblasts and the republics of Mari El, Mordovia, Chu- 
vashia, Kalmykia, Khalmg-Tangch and Tuva, where no 
more than [sic] half of these population centers are located. 


lhe quality of the highway network for general use is not 
good: |! percent of the highways are dirt roads, which 
become virtually impassable tn the fall and winter. Over 
one-third of the paved roads are gravel, crushed rock, slag 
and cobblestone, which do not meet the technical norms, 
traffic intensity or loads of today’s means of transport. The 
poor quality of the road pavement and its tendency to wear 
rapidly make frequent highway repair necessary. A cutback 
in the repair work volume has recently begun, however 
(Table 2) 





of highways with hard pavement, % 


lable 2 

Indicator 1990 1991 | January-September 

| 1991 1992 
Repaired highways for general use with hard | 38.2 45 | 29.8 | 24 4 
pavement, thous. km 
Relative proportion of them in total extent 96 RR 5 6 0 

| 
l 
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River transport. By the beginning of 1992, the extent of 
inland waterways served by Rosrechflot had dropped by 
3,400 km, or by 3.2 percent, as compared with the begin- 
ning of 1986. The length of the navigable inland waterways 
was greatly reduced (by 5.5 percent). The extent of water- 
ways with guaranteed depths has also dropped somewhat. 
The reason for this is the lack of demand for certain 
sections of the waterways, mainly on small rivers, because 
of the reduction in the volumes of cargo and passenger 
transport. 


By the beginning of this year, there were 2,600 mooring 
places in Russia with the total extent of the mooring front 
being 182,200 linear m, of which shipping company cargo 
berths account for 58 percent. The total extent of the cargo 
berths is tending toward reduction: it has dropped by 2 
percent as compared with 1986. This is because some of 
the obsolete wooden berths have been taken out of opera- 
tion. The length of the berths equipped with transhipping 
equipment, was reduced by 1,300 linear m during this 
period, which is because of the sharp drop (by 65-70 
percent of the 1986 level) in freight conveyance by river 
transport and dismantling of the transshipment equipment 
from inactive berths. 


Maritime transport. Thirty-nine seaports and 22 port cen- 
ters with a total mooring front length of 60,500 linear m, 
which constitutes about 50 percent of the length of the 
berths in the former Union, are located on Russian terri- 
tory. The production capacity of the Russian ports is 
estimated at 187 million t (42 percent of the capacity of the 
USSR ports) and provides only 54 percent of the need for 
cargo handling. The rest of Russia’s export-import cargo 1s 
handled at ports of the Baltic countries, Ukraine, Georgia 
and Azerbaijan. At the same time, Russian ports transship 
about 13 million t of the contiguous states’ cargo. 


The berths are equipped with 216 transshipping complexes 
for dry cargo and 26 complexes to handle bulk cargo, 
which is respectively 45 and 40 percent of the transship- 
ping complexes of the former Union. With the break-up of 
the USSR, Russia was deprived of modern complexes to 
transship potassium salt, petroleum cargo and liquefied 
gas, and was left without railroad ferries to Germany and 
Bulgaria. Today the country has only one portside elevator 
to accept imported grain and one specialized complex to 
transship imported raw sugar. 


The port industry must be developed and modernized. 
About 60 percent of Russian ports are unable to accept 
modern large ships because the berths are not deep enough. 
Over one-fourth of the berth front and fenced-in structures 
are in an unsatisfactory technical condition. No new 
transshipping complexes for seaports were envisaged or 
being put into operation in 1989-1991. 


The structure of the transport fleet is extremely inefficient. 
It includes only 27 percent of all the reefer ships, 29 
percent of the grain carriers, 18 percent of the ferries, 25 
percent of the LASH ships and 35 percent of the passenger 
ships of the former USSR Ministry of the Maritime Fleet. 


Air transport. The former Aeroflot, one of the world’s 
major air associations, no longer exists. It has been broken 
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up into dozens of small companies. The Russian Aeroflot, 
which was an international carrier, transported 3 million 
passengers in 1992 (or 700,000 fewer than in 1991), 
including 500,000 passengers by charter flights. The ship- 
ment of cargo by this air company’s planes increased from 
54,000 t (1991) to 75,000 t (1992). The technical strength 
of the ground base is about 60 percent of the normative 
level, and not over 50 percent with respect to air terminal 
complexes. The wear and tear on the fixed capital in air 
transport was particularly high and reached 70 percent. 


An objective analysis of the above figures leaves no doubt 
that the first and main task of the “Transport Rossii” 
Program being worked out should be to re-establish the 
Federation’s transport potential at today’s scientific- 
technical level. This urgent task should be given priority 
over other tasks and plans for transport newbuildings, 
including the construction of high-speed railroad lines, 
construction of new seaports, superhighways through unin- 
habited or sparsely inhabited regions, etc. 


Does the Russian Federation Need an ETS [Unified 
Transport System] 


The answer to this question seemed to be provided at the 
above-mentioned applied science conference, and this 
answer was absolutely affirmative. The “Transport Rossii” 
Program should be worked out as a unified, objective- 
oriented complex, encompassing the entire Russian terri- 
tory, all levels of management, including regional, and all 
forms of transport (although the problems of municipal 
and industrial-technological transport, it appears, have 
been dropped from this complex). 


The unification of Russia’s transport system, however, 
should not mean cutting it off from the routes of the 
neighboring CIS territories. Another question arises in 
connection with this: can Russia work out a realistic 
program for its transport development without the partic- 
ipation in it of its closest neighbors, with whom its 
transport network (for example, railroad) has been (and 
continues to be) in unity, not just formally, but in actuality, 
for the last one-and-a-half centuries and more? 


The problem of forming a unified Russian transport 
system, with a narrow, and therefore erroneous, concep- 
tion of it, would signify the destruction of the super- 
national, “trans-boundary” unity of the railroad network, 
which in reality does exist. The overall nature of the 
“Transport Rossii” Program, therefore, gains yet another 
dimension, the weightiness of which is determined by the 
fates of the CIS. Neither rapid nor slow disintegration of 
the CIS is advantageous to Russia’s transport workers, and 
the most farsighted politicians and managers, fortunately, 
realize this. 


Economic isolation inevitably leads to the creation of 
differentiated transport markets, stagnation in the sphere 
of technical progress as a whole and a reduction in the 
efficiency transport use. The experience of the West Euro- 
pean countries in particular convinces one of this. The 
Common Market countries, for example, due to isola- 
tionism in the transport policy at the end of the 1980"s lost 
about 400 billion Marks yearly. According to calculations 
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made by German scholars in connection with the intention 
to create a unified European market in 1993, as N.S. 
Konarev informed us in his report at the conference, the 
Common Market countries are losing over 15 billion 
Marks a year at border crossings. The average speed of 
freight delivery, from Belgium to Greece, for example, is 
only 12 km/hr, because of all the border procedures that 
have to be performed. At the same time, with the creation 
of a unified European market, all the border formalities 
will become unnecessary and the delivery speeds should 
sharply rise. 


Making a realistic and considered evaluation of the advan- 
tages of transport integration, Kazakhstan, for example, is 
consistently following the policy of strengthening cooper- 
ation with Russia, within the framework of the CIS, and on 
a bilateral basis as well. In an interview for the newspaper 
GUDOK (No 21 of 4 February 1993), N.K. Isingarin, 
minister of Transport for the Republic of Kazakhstan, 
spoke with understandable anxiety about the “rolling wave 
of technical and technological lagging behind in the devel- 
opment of railroad transport on almost all the railroads of 
the Commonwealth”.... In order to avoid this danger, the 
director of Kazakhstan transport feels, it is advisable to 
“think up variants for the future development of the 
railroads.” The conclusion is fully justified, and one 
cannot help but heed it when working out the “Transport 
Rossii’ Program. The experienced engineer, scientist and 
director looks even farther: “Kazakhstan is prepared for 
the Russian MPS, based on its scientific potential, to 
boldly dictate, with their instructions and recommenda- 
tions, the policy for the development of the railroads.” 


Unfortunately, not everyone can see the advantages of this 
cooperation for Russia. Some people think that by 1so- 
lating itself, Russia will gain the possibility of radically 
improving its socio-economic situation. It needs at least in 
some way to compensate for the loss of time and pace, to 
be determined, finally, in its domestic and foreign policy, 
to concentrate on solving its own problems and to obtain a 
legal freedom of actions, not just of appeals and declara- 
tions. Russian transport will lose scarcely anything from 
the break-up of the CIS—they think. Right now the unified 
transport system of the CIS countries exists only in name. 
To preserve the visible, displayed unity of the CIS, Russia 
will, as before, have to pay in some way, and some 
mercenary-minded partners throughout the common- 
wealth wish to obtain quite a large payment. Is it not better 
to let them experience and comprehend, and quickly, all 
the disadvantages of living in discord? 


After all, though, the tsolation of Russia’s transport 
system, isolation consolidated in an individually worked 
out program, and the additional political erosion of its 
administrative-territorial structure, whether we like it or 
not, will lead to a loss of its status as a great power. Then 
the unenviable role of a raw material appendage to the 
“civilized” states awaits the country, naturally, with all the 
attributes of such a condition—overwhelming poverty of 
part of the population, economic dependence on the 
outside world, and political instability. This course of 
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events will become reality unless the CIS countries (first 
and foremost Russia) display political wisdom and a will to 
true cooperation. 


Strengthening the Commonwealth is the best of the pos- 
sible outcomes, and should be achieved, but not at the 
price of endless economic and political concessions on 
Russia's part. There is always a dominant in any system, 
and Russia ts this dominant in the CIS. Acknowledging its 
natural supremacy (just as in the West, the United States is 
the generally acknowledged dominant) and authority is an 
indispensable condition for the existence of a unified 
transport area. 


Preserving and strengthening the commonwealth of 
former Union republics, even if this process takes several 
years, may prove to be the salvation of both Russia and the 
other CIS countries. A unified economic and transport 
area 1s preserved, and the re-establishment of the declining 
transport communications will take considerably less time 
and fewer material, labor and financial resources. The 
political disagreements related to establishing interstate 
boundaries will be smoothed over, the conflicts about the 
distribution of means of transport among republics which 
only recently lived as a unified family wall be alleviated, 
and the chance of making the transition from the eight- 
year-long destructive phase of reforms to its creative phase 
will be promoted. 


Unfortunately, some republics were in a hurry to give up 
the idea of Russia's natural supremacy in the common- 
wealth of independent states, which did not prevent them 
from finding an “older brother” in the far abroad. The 
existing transport infrastructure, however, was quite con- 
servative, and it will not be easy for these republics to 
quickly reorient their transport-economic ties toward new 
partners, passing over Russia 


At the stage of programming the development of transport, 
Russia should not rule out the participation of the former 
CEMA member countries, and even the European Com- 
munity (EC) in its transport structures. It 1s very unlikely, 
however, that there will be a major breakthrough on this 
level of cooperation in the near future, although such 
interaction in solving individual problems 1s possible right 
now. In the final analysis, a great deal will be determined 
by the foreign policy goals of the new Russia, but the 
decisive factor 1s the domestic socio-economic policy. 


Questions of State Importance 


In the program being worked out, the following extremely 
important questions must be given a precise answer: 


The first of them: will efforts be continued to ensure the 
unity of the transport system, not only on the scale of 
Russia, but also beyond tts limits, on the level of each form 
of transport? 


In solving this problem, it seems that only railroad trans- 
port was precisely determined: the MPS of the Russian 
Federation virtually took on the coordination of railroad 
service on the entire territory occupied by the Soviet 
Union until the end of 1991. Considering the specific 
nature of railroad work, to examine and approve the basic 
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statutes ensuring stable transport service for the national 
economy and the people under the conditions of a market 
economy, a Council for Railroad Transport was set up as 
the highest authority for coordinating the work of the 
railroads and its permanent executive body—the Board of 
Directors. Agreements on the basic principles of the oper- 
ational work of the CIS railroads, on the procedure for 
transit, on dividing up the railcar and container fleets, and 
other important decisions were made. 


The property of the Soviet railroads, marine and other 
forms of transport as a whole, however, was essentially 
divided up among the sovereign republics “on the spur of 
the moment,” virtually by self-usurpation. Russia, as was 
noted, lost exits to the largest and technically best- 
equipped seaports and was deprived of its share in the 
capacities of the railcar building, locomotive building and 
shipbuilding enterprises. Air transport suffered tremen- 
dous losses. The transport repair base was unevenly dis- 
tributed among the CIS countries. For example, in the 
sphere of capital repair of freight cars, Russia has a 13,400 
deficit of boxcars, Ukraine has a surplus of 5,700, Kaza- 
khstan a deficit of 2,700 cars a year, Armenia has no such 
base at all, etc. 


In working out the “Transport Rossi” Program, which has 
gained the status of a state program, one must not let this 
very acute problem go unheeded. In this respect, the 
program can be neither deideologized nor depoliticized. 
One cannot agree with the point of view of those who judge 
according to a “no use crying over spilt milk” scheme. This 
problem must be solved on a fair, strictly scientific, state 
basis. 


The riches accumulated by our fraternal nations should 
not be let go after the destruction of their common home, 
but should unite the people and the economy of the CIS 
countries. There are opportunities for this, and we must 
time and time again go back to the problem of dividing up 
the transport production capacities, which deserve indi- 
vidual, unhurried, thoughtful consideration. We need solu- 
tions which will make it possible to make joint use of the 
transport capacities created in the past for a direct pur- 
pose. “We must decisively prohibit the overproliferation 
of production facilities. Everyone will gain from this in the 
long run.” This point of view, expressed by N.S. Konarev 
in the course of discussing the program at the conference, 
gives true guidelines to its developers. 


The task of dividing up the transport capacities should be 
achieved in consideration of the fact that, for example, in the 
years of the early five-year plans, over 50 percent of the 
transport newbuilding sites were located outside Russia’s 
limits. About 4,000 km of railroads were turned over for 
operation on the territory of Kazakhstan alone in those 
years, which almost tripled the extent of its railroad network. 
The capital of Tajikistan was joined to the railroads of the 
country, and the networks of Azerbaijan (Mindzhevan-Alyat 
line) and other republics were intensified. 


The tendency toward outstripping development of the 
transport network outside the territory of the Russian 
Federation was maintained in the postwar years. Of the 
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railroads built in the period from 1945 to 1975, 40 percent 
of their total extent fell to Kazakhstan, Central Asia, the 
Caucasus and the Transcaucasus. As a result, by the 
beginning of the 1980's, the railroad network of Kaza- 
khstan, for example, approached 15,000 km and consti- 
tuted 10 percent of the total operational exient of the 
Union’s railroads, whereas in 1913 it was not over 2,700 
km (4 percent of the extent of Russia’s railroad network at 
that time). In the postwar years, new mainlines were built 
on the territory of Turkmenia and Uzbekistan (the | ,000- 
kilometer Chardzhou-Kungrad-Beyneu line), Tajikistan 
and other republics. Tens of billions of rubles were allotted 
from the Union budget for the construction of these lines 
and other facilities. The time has come for these assets to 
be fairly “divided up,” meaning by this, the right of joint 
use of the common production capacities of each republic 
in a certain proportion. 


The Second question: how wil] Russian transport partici- 
pate, in the coming difficult ‘age of development of our 
multi-ethnic republic, in 2_nieving the most important 
all-state tasks? 


As before, the agrarian problem is one of these tasks. There 
is little determination of the agrarian sector’s need for 
transport and expression of this need in additional trans- 
port production capacities. We must have a well thought 
out system of transport provision for the rural area, 
guaranteeing the success of Russia’s agrarian policy. 


It is not clear what will compensate for the closing down of 
unprofitable and low-activity stations and lines serving the 
rural hinterlands. Many rural towns and villages that have 
been abandoned will undoubtedly be rehabilitated and 
inhabited. We must seriously think about how transport 
will support the new agrarian policy and will contribute to 
the revival of spiritual and economic life on the vast 
expanses of Russia. We also need a clear-cut stand on 
problems of developing ecologically pure electric transport 
and reducing the adverse effect of transport and road 
construction on the natural environment and man. 


One of the most important socio-economic tasks for all 
types of transport should be provision of passenger trans- 
port in large cities and urban agglomerations. All the 
countries of the world are intensively seeking to accom- 
plish this task, but it is not even designated in the plans for 
development of Russian transport. One cannot count on 
the way this was done in the past, by widescale construc- 
tion of subways: that requires tremendous expenditures. 
The problem is insoluble without rail transport. 


As studies of the transport laboratory of the State Manage- 
ment Academy imeni S. Ordzhonikidze showed, in many 
large Russian cities (Nizhnyy Novgorod, Volgograd, 
Samara, Ufa, Perm, Novosibirsk, Krasnoyarsk, etc.), ratl- 
road lines with an extent of 35-40 km and more run within 
the city boundary, connecting the peripheral areas of the 
city with its central section. These mainline intra-junction 
routes, radially approaching the cities and intersecting the 
urban sites being built up, have gradually “grown into” the 
city structure. Now, however, these lines are used mainly 
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for freight transport, and only partially for suburban and 
intra-city passenger service. In the future there will be an 
opportunity to create, on the basis of these intra-junction 
lines, highly efficient systems of surface rail transport, to 
radically improve the quality of suburban passenger trans- 
port and to make through trips in the “‘city-suburbs”’ zone. 


lransit and local (intra-junction) freight transport must be 
gradually carried out to by-pass junctions or other parallel 
intra-junction connections, using the lines thus freed 
mainly for passenger traffic. This woulda make it possible to 
solve several problems at once. In the first place, to release 
here the throughput capacity of the railroads located in the 
city for more intensive suburban and, especially impor- 
tant, urban passenger transport, to assist traditional types 
of city transport. In the second place, it will make it 
possible to reduce dust pollution of the air basin and city 
territory, and lower the level of transport noise and vibra- 
tion. In the third place, the cardinal point, the problem of 
the throughput capacity of the most important railroad 
junctions and the reserve of production capacities and 
capital investments in the development of transport will be 
solved for many years ahead. 


Mainlining transport on the basis of electrified surface 
railroads will make it possible in practice to begin devel- 
oping unified networks of rail transport in Russia’s large 
cities and to organize through service between the city and 
its suburbs by more economical methods. 


It is expedient to begin realizing this task in the next few 
years. Particularly needed for this are: evaluating the 
possibility and expediency of more complete use of surface 
railroads for the needs of the population, on the basis of 
inspecting the rail transport networks in large Russian 
cities (first stage); intensifying research which will make it 
possible to determine the conditions and sphere of use of 
surface electrified railroads in Russian cities. for organiza- 
tion of intra-urban and suburban transport, and will also 
make it possible to evaluate the socio-economic effective- 
ness of these roads (second stage). 


The RF MPS has already begun researcii in this sphere, 
and its results should be incorporated in the “Transport 
Rossi’ Program. This will make it possible to draw up 
proposals and begin the radical rebuilding of rail transport 
for the large cities of Russia. 


The third question: what should be the state policy in 
developing technical means of transport, including the 
entire complex of devices and structures ensuring the 
normal operation of the railways? 


Here, in particular, we must make clear whether nuclear 
power for transport should be further developed and if it 
should, then on what scale and in which regions of the 


The prospects for further electrification of transport as a 
and of railroads in particular, must be outlined. The 
main heavily traveled railroad mainlines have already 

electrified. What principles will be incorporated in 
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choosing the sections subject to further electrification and 
on what energy-carrier and traction parameters it will be 
reckoned remain unclear. 


The problem of selecting the weight and speed of the 
rolling stock units, particularly in railroad transport, 
should be solved on the basis of a whole group of present- 
day socio-economic and ecological requirements. So far 
there are virtually no substantiated decisions in the sphere 
of efficient methods of raising the transport potential of 
the railways 


The fourth question: will Russian transp eo! steps 
toward intercooperation among forms and 
also among related sectors of the nation: ¢ 


The transition of transport, particularly railroads, to 
market relations is not simple and not easy. It is, how- 
ever—today’s reality, and is not being solved by the tariff 
policy alone. Transport should be more actively included 
in intersectorial cooperation (integration), but this does 
not even exist within transport itself (between the forms of 
it), not to Mention cooperation with industry, agriculture, 
etc. Meanwhile, the tasks of improving transport adminis- 
tration as a whole and of ensuring efficient interaction 
between forms of transport in passenger and freight con- 
veyance (development of transship-ine junctions, con- 
struction of combined terminals, e: ave now become 
even more urgent than they were twc or three years ago. 


The main principle incorporated into the basis for devel- 
opment of Russian transport in the past was the idea of the 
wholeness of the country’s transport-road complex, the 
centralization of management and the creation of super- 
large transport monopolies. In the course of one-and-a-half 
centuries and more, a unique transport structure of the 
monocentric type, based on state ownership, formed on 
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importance in practical work. Powerful, but insufficiently 
flexible, this structure today 1s not in a position to satisfy 
fully all the requirements of a market economy. The 
objective necessity and possibility have arisen of 
increasing the efficiency and improving the quality of 
transport work, by supplementing it with a network of 
small-scale and medium-scale business enterprises 


Any market 1s hard to control, particularly at the stage of 
coming into being and in the absence of the necessary 
regulators. The point is not only this, though. An effi- 
cient transition to a market 1s possible on condition that 
a surplus of commodities and services is available (or 
may be ensured in a very short time). Only in this case 
will competition ensure the normal action of market 
regulators 


Some forms of transport and categories of enterprises 
possess the characteristics of a natural monopoly. Even in 
capitalist countries (Germany, France and, unti! recently 
Japan), the railroads essentially find themselves outside 
the market, regularly receiving billions in subsidies from 
the state budget. Competition does exist in them, thoug! 
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since the production capacities of state and private rail- 
roads have accumulated there in the course of one- 
and-a-half centuries and today cover the real demand for 
transport by a factor of two to three. 


It is a different matter in our country. The need for 
transport in our homeland ts potentially tremendous, and 
there can be no question of a surplus of transport products 
of the proper quality in the next few years. The develop- 
ment of small-scale and medium-scale business enterprises 
would make possible a noticeable reduction in the gap 
between demand and supply of transport products and 
services. 


By the beginning of the 1990's, there were three segments 
of small-scale and medium-scale transport business in the 
Russian Federation: state, leased and private. The sphere 
of entrepreneurship continues to expand, although the 
volume of conveyance by mainline forms of transport, as 
compared with 1985, was cut at least in half and continues 
to drop. The development of small-scale and medium- 
scale transport business ts connected not so much with 
transport work (this mainly relates to railroad transport, 
which occupies the dominating position in Russia’s trans- 
port system) as with transport-dispatch service for the 
population and customers, performance of loading- 
unloading work and freight-sorting operations, and also 


with activity in the sphere of repair and service of means of 


transport and hoisting-transporting equipment 


In the first quarter of 1993 in Russia, there were over 300 
privatized motor vehicle transport enterprises, about 150 
air companies, and approximately 130 water transport 
enterprises with several hundred ships. Private persons 
and cooperatives became owners of over 122,000 trucks 
and over 11,000 motorbuses 


— the growth of entreprene urship in Russia’s trans 
port, itS scaic lOOKS Mmiodest aS Compared with other sectors 
of the country ’s economy. This 1s not only because of the 
corresponding instructions of the RF Goskomimush- 
chestvo, issued in the autumn of 1992 and tn January of 
1993 (as we know, they specify a special procedure for 
privatization in transport and do not permit turning the 
transport infrastructure over to private ownership), but 
also because of a number of other economic, legal and 
Organizational reasons. These reasons include the slump tn 
production and the reduction in demand for the transport 
of freight and passengers, the rise in prices for means of 
transport, fuel and spare parts, the imperfection of the 
legal base and undeveloped nature of the mechanism for 
state regulation and support of entrepreneurship 


It appears that, with the elimination of these reasons, 
small-scale and medium-scale business in Russian trans- 
port can accelerate its development Ihe correct choice of 

} 


their spheres of activity on the transport market wil 


contribute to this. In our opinion, these spheres are 


delivering passengers and small consignments of freight to 
cities and suburban zones, technical service, repair of 
motor vehicles and the offering of a inge of services 
on the country’s main highwa transport-dispatch service 
for the population and for enterprises of various forms of 
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ownership; setting up small-scale and medium-scale trans- 
port firms on low-activity railroads and at stations, marine 
and river ports, and industrial transport enterprises; set- 
ting up intersectorial transport firms which complete the 
transport process in mixed service and at the “customer- 
transport” juncture; fulfilling the orders of major transport 
enterprises in the sphere of subsidiary-ancillary activity 


Ihe choice of these directions in the development of 
small-scale and medium-scale business is substantiated: it 
promises a true improvement in the quality of transport 
service. There are over 1,400 cities in Russia with a 
population of from 50,000 to 250,000 persons, in which it 
Is expedient to carry out regular transport of passengers 
and small consignments of freight, which is unprofitable 
for enterprises of the state sector. Despite the creation of a 
network of company-serviced centers, almost 8 million 
private owners of motor vehicles cannot satisfy their need 
for technical service and repair of their vehicles. Even on 
Russia's main highways, there is no basic vehicle service 
which makes normal operation of motor vehicles difficult 


As for the development of entrepreneurship on low- 
activity railroad lines and stations, Russia has over 3,300 
km of lines and about 1,000 stations included in this 
category, the operation of which brings the roads large 
losses. Commercializing the work of these facilities on the 
basis of small-scale and medium-scale entrepreneurship 
can make them profitable. Positive changes can also be 
made at the juncture points of transport and customers 
which so far remain a “no man’s land,” and also in the 
sphere of the subsidiary-ancillary 
transport enterprises 


activity of large 


1 


Su } SMail-scauic and Medium-scaile business in these 
spheres i 1S impossible. however, without the support of the 
State, a point which should be reflected in the 4 


the development of Russia’s transport 


rogram for 


The fifth question: what should be Russia’s strategy and 
tactics in the sphere of transport when fi 
regional and national policy? 


lowing a new 


The density of the road network and the quality of th 
transport service are different in different 
Russian Federation. In some autonomous republics, krays 
and oblasts, the tre 
other sectors of the economy 


regions of the 


nd toward isolation of transport and 
is intensifying. Therefore 


using transport to integrate autonomies and other admu 


istrative subdivisions within the framework of the Russiat 
Federation ts a task of tremendous state importance 

Ihe sixth question: On what principles will Russia b 
guided in the sphere of transport when implementing an 
investment policy and foreign economic relations? 

First of all, effective general transport ils and scale 
priorities must be worked it. The form theory of t 
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effectiveness of capital investments is now inadequate as 
an answer to this question. Practical experience in solving 
specific economic problems will, as before, outstrip the 
theory. Moreover, the existing theory itself, on which the 
investment policy for transport was built, 1s in many ways 
obsolete. It is extremely important today, until there ts a 
proper theoretical basis, to formulate, at least roughly, the 
general principles of the new investment policy in trans 
port, just as it 1s important to work out a new approach to 
purchasing technical assets (ships, locomotives, railcars, 
other equipment) abroad. It must be determined using the 
prices for these products burdening the fixed production 
capital of all forms of domestic transport, deforming our 
domestic transport market and inhibiting progress in 
domestic machine building 


Since May of last year, the Ministry of Transport has been 
cooperating with the World Bank, discussing large-scale 
projects for the development of Russia's route network, 
with foreign capital drawn in. It 1s a question, in particular, 
of building highways in Siberia and the Far East with ther 
subsequent connection, through Chukotka, the Bering 
Straits and Alaska, with the North American highway 
network. The project is, of course, a grand one, but tts 
implementation would lay too heavy a burden on Russia's 
economy. It would also be useful! to consider other projects 
of this type in the light of expediency and potentials of the 
economy. 


As for drawing in foreign capital, Russia has a wealth of 
pre-revolutionary experience in this sphere, and should 
not forget about it. Many busin people from abroad 
have worked tn the field of transp¢ 

country in their time. A large syndicate of French and 
Dutch bankers were the founders of the not unknown 
Main Society of Russian Railroads. It was famous not only 
for its successes tn railroad nstruction, but also for 


laroe-ccale financial machinations. The concession holders 


t construction in the 


literally robbed the Russian treasury, and got rich on 
stock-exchange speculation with shares. Private companies 
would build railroads, and then operate them until 
redemption by the treasury through funded 
loans abroad unde: government guarantee. This led to an 
influx of foreign capital, and moreover, the average profit 


primarily 


norm for it was double or triple that in the countries of 
Western Europe. In this way, foreign capital elicited fabu 
lous profits from the Russian treasury—3 billion gold 
rubles 

Now as never before it 1s useful to think over the words 


spoken by S.Yu. Witte a century ago: “Until R an life 
works out its own national economy, based or le special 


individual features of Russia: til then we will be in 
the process of vacillating betw rious fashionable 
doctrines, falling for first one and then the other; until the: 
we will hear from the same lips and read ogicall 
incompatible judgments and projects; until then what was 
created yesterday will be considered bad tom v. and 
what is | Ing created today 1 lat was abolished 
terday intil then we will not ha 1 correct yn 
existence, but will go along in the t f foreter f] 

and all kinds of speculatior t cost of nationa 


well being.” 
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In working out the “Transport Rossii” program, greater 
attention should be paid to its social guidelines and scien- 
tific-methodological basis. We will attempt to shed light on 
these important problems in the next issue of the journal. 


INo 10, Oct 93 pp 7-10] 
[Text] 


Social Guidelines 


It 1s difficult to present the “Transport Rossi” Program 
without social components. The human factor in transport 
is especially important: over 13 percent of the workers in 
the national economy are employed in the basic and 
“auxiliary” activity here. It 1s therefore tmpossible to 
separate the soctal policy in the Program from the eco- 
nomic policy. We will show this, using the example of 
railroad transport 


Ihe key problems of the social development of the coun- 
try 's railroad transport were recently examined in detail at 
the network conference organized by the Economic Main 
Administration of the MPS and TsNITTEI [Central Scien- 
tific Information and Technical-Economic Research Insti- 
tute] in May-June 1991. Representatives of the main 
administrations of the MPS, railroads and Central Trade 
Union Committee took part in the conference. The con- 
ference evaluated the general state of the social sphere of 
railroad transport, revealed its shortcomings and outlined 
wages and 
housing construction, Both these problems are closely 
connected with the general econom ndition of the 
its development under market 


ways to solve the two major, key problems 


sector and prospects fo 


conditions 


In the past two vears, the situation vad transport has 
changed radically. In tt irst place, it Goes not have the 
obyect—Soviet railroads as a unified whole—for which 
SOC! ZUIGETINGS wv ’ tout In the secand nlace the 
slump in freight transport volumes continues, and under 
the conditions of hyperintiation, the tariff level lags behind 
the growth rates of expenditures for transport. This leads 
| drop it } hitapdiuity of t oads and displacement 
of the emphases tn t! iteria for evaluating the efficiency 
of transport production, and makes levement of the 
| mel ult Gg goais in § 11 Ce opment of the roads 
hecon hig problemat 

C onsequently, a correction | t be made in the roads’ 
economic policy and their social programs, with orienta- 
ion toward the actual trends and spects tor de elop 
rent of marl tions, both outside the sector (in the 
ationa as a whole) and within it (between 
individual roads and enterprises within the framework of 
the roads). 1 gent need for the Russian Ministry of 
Railw { TT iused by two special 
il { ) Ores | \ Ti? mest lack oft a 
¥ mecha n tal ' 1 lopment 

qd work of { } (th id } 

i i I piet est 1 r) y 
il indn hod 
no ft mieciaad sti = 
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the micro-level, by virtue of their production and social 
specificities (these relations are of a quasi-market nature 
right now) 


In the new program, therefore, the question should, first 
and foremost, be that of working out the basic principles of 
the economic policy of the Russian Federetion MPS as a 
basic sector of our national economy. Guided by this 
policy as a tirm foundation, we can count on solving the 
social problems, bearing in mind the fact that railroad 
transport under our Russian conditions was and remains a 
sort of center of gravitation for the entire national 
economy 


The sector's 
requirements, They tnclude: multi-dimensionality; 
striving for the quite distant future, giving as full consid- 
» the special features of the present 
moment and the transitional period; balance. The last term 
means considering the sector as simultaneously the subject 
and the object of nomic and social planning, imple- 
mented in a force tield of action of state and market 
interests 


eration as possible 


As the subject of th 
Federation railroad transport 
OWN Main BOaAIS. laSKS 


nomic and social policy, Russian 
must first of all formulate its 
neces (priorities). They 


and preter 
should be directed, on the one hand, toward satisfying the 


needs of other sectors of the national economy (including 
the state and private sector) and the population, and on the 
other hand—toward providing for its own economic and 
social needs (economic growth and soctal guarantees). 

As the object of the state's economic and social policy, 


railroad transp nterested in a scientifically substan- 


tiated and caretully worked out legislative base. The fol- 
lowing should be regulated tn it: the legal status of railroad 
transport. meaning tts central : ron in Russia’s trans 
port intfrast ture hinancia lations with federal. 
republic and local budgets (p1 policy, taxes, benefits). 

There are a number of other important questions, which 
are to b t urse of substantiating the 


onomic and D { railroad transport. These 
questions includ mbining different forms of owner- 
ship; the prefere: ght transport (in its sectorial, 
territorial and other aspects); whether it 1s advisable 
(under what condit is it advisable) to retain or expand 
tariff benefits for passer transport on trains in long- 
distance an burban serv! who will cover the roads’ 
losses from suburban transport, and how; will the state 
yrders fo ort nditions for performing this 
transport be ntained: on what principles will the sec- 
tment p based: the share participation of 
enterprises of thr municipal and private sectors in 
new nstru ! ion and re-equipment of the 
railroad I uding rification: the conditions for 
ay iw | ) ding tre republi s of the 
ir abi nea for social protection of railroad 


nS] y idvisable to maintain its 
‘ducation and 
housing ind what will be the sources of tts 


wi la tur th care. nationa 


onomic policy should meet a number of 
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financing; whether the principle of extraterritoriality of the 
railroads will be preserved (boundaries of the effect of this 
principle), 


Because of the transition to the market and the extreme 
disorder of the country’s economy, the railroads may run 
into mass unemployment and the need for biological life 
support of the railroad workers and members of their 
families. The probability of this outcome remains high, 
and the number of urgent social problems 1s doubling: 
wages and housing in 1991; wages, housing, finding jobs 
and food supply—in 1993, 


Deserving special attention, therefore are: working out 
measures to support (increase) the profitability of unprof- 
itable, but socially significant enterprises and types of 
activity; choosing the most effective forms and methods of 
diversifying the production capacities of railroad transport 
enterprises and organizations. These two practical tasks, 
which are vitally important, need thorough scientific sub- 
Stantiation. 


The Scientific-Methodological Basis of the Program 


Laying the foundations of a national policy in the sphere of 
transport is a problem of tremendous practical impor- 
tance, and such problems have no abstract. theoretical 
solution. Nevertheless, the construction of the program 
itself should be prefaced by basic scientific premises and 
certain theoretical elaborations. 


In speaking of the theoretical support of the “Transport 
Rossi!’ Program, it should be acknowledged that in 
solving this problem we are still far from being in a 
position which could be considered fully satisfactory. The 
following convince us of this: the lack of a serious theoret- 
ical basis in studying Russian transport as an organized 
system on a State level; the lack of a unified information 
hase, hased on research carried out, unified initial prereg 
uisites and unified methodology. As a result, there is today 
no complete scientific way out that is useful for the 
practical work of state planning. 


Research on the program is carried out by scientific 
subdivisions in parallel and, essentially, independently of 
each other, which deprives the scientific product of any 
serious practical value. Substantiation of promising solu- 
tions to the problems of the transport network using 
models 1s produced “‘in fragments” for individual forms of 
transport. In this case, neither the special features of a 
market economy nor changes in the technology of the 
transport process, the organization of freight flows or the 
placement of transport junctions are properly taken into 
account. The positions of researchers on a certain specific 
question of the overall problem are determined primarily 
by experience accumulated in the past and by personal 
taste and inclinations. As before, a great deal 1s subordi- 
nated to low-content manipulation with models, formulas 
and algorithms, which often quite seriously, but not always 
noticeably, falsify transport reality, and substitute imagi- 
nary difficulties for real ones 


The history of science attests to the fact that a serious 
Statement of scientific problems in ordinary language 
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should precede their mathematical, formulaic expression. 
Models and mode! study may deepen our understanding of 
the nature of transport, but they cannot solve the practical 
problem of creating a highly efficient transport system. It is 
unreasonable and impractical to study the details without 
solving the main problems. This is precisely why the 
‘Transport Rossii’ Program needs a fundamental theoret- 
ical basis. The attempt to outline the boundaries of the 
program and to determine the means, methods and poten- 
tials for its realization is the first and main condition for 
the success of all the studies being made right now. They, 
however, as in the recent past, are closely connected with 
an evaluation of the effectiveness of scientific-technical 
progress in transport. 


A difficult period of rehabilitation lies ahead, and the 
problem of correctly evaluating effectiveness takes on 
special meaning. We have in mind, of course, not the 
content of various methods of selecting investment deci- 
sions, although they too must be improved. It is a above ali 
a question of a systematic approach to evaluating the 
technical, technological and administrative innovations 
being outlined. 


The practice of planning the development and technolog- 
ical use of the achievernents of science and technology 
through developing target-scientific-technical programs 
makes sense. The programs are often formed, however, 
outside their natural interrelation. For example, important 
target-oriented scientific-technical programs for increasing 
the railcar load, the weight of the train, the speed, labor 
productivity, etc. were in their time worked out for rail- 
road transport. These programs were not mutually inter- 
coordinated, however. This 1s perhaps one of the reasons 
why they were not fulfilled 


Our goal, however, 1s not to establish culprits, but to seek 
antimal solutions. The noint is. that at the time these 
programs were drawn up, there was not a sufficiently 
reliable method to intercoordinate them. Each program 
and its elaborations was aimed at increasing only one, 
important but partial, indicator. It would seem that all the 
uncoordinated partial elaborations of this type could be 
intercoordinated in a unified comprehensive target- 
oriented program. 


Two groups of problems must be distinguished in it. The 
first group includes building a mechanism relating tech- 
nical, technological and administrative innovations to the 
indicator “productive force of the transport system,” 
through the factors (indicators) determining it. The second 
group is the working out of the actual rules for managing 
the productive force of the transport system. 


Following these rules should make it possible to serve the 
freight owner well, to earn the maximum income possible, 
to save on expenses, to raise the profitability and mass of 
the profit, to pay taxes, sei.le with creditors and introduce 
an insurance contribution. At the same time, it will 
become possible to substantially raise wages and increase 
the well-being of one’s workers (and consequently, social 
protection of children, pensioners and the disabled) and to 
allot funds for creative purposes in the sphere of culture 
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and education. The conditions will also be created to 
provide material, labor and financial resources to up-date 
the productive forces of the transport system according to 
the demand for transport. 


Let us dwell on the first group of problems, since the 
second is an independent subject, meriting special consid- 
eration. 


At present, the transport resource and the productive force 
of transport systems are among the scarcest resources in 
society. Meanwhile, to eliminate the shortage of the pro- 
ductive force of transport, particularly railroad, takes not 
only a large amount of funds, but also a long time. 
Therefore, we must take the maximum increase in produc- 
tive forces per ruble of expenditures as the criterion for 
choosing the solutions to modernize and develop railroad 
systems for the future, at least up to the year 2000. 


The connection between the productive forces of the 
production-economic systems and the technical, techno- 
logical and administrative innovations used to up-date 
them is obvious. In fact, the productive force of the 
railroad transport system is equal to the product of the 
capacity of one productive cycle of it multiplied by the 
number of cycles, for example, per year. In turn, the 
capacity of the cycle is the function of the average freight 
capacity of a railcar, the coefficient of its use and the 
normative need for a working fleet of railcars. 


It is obvious that the elements of scientific-technical 
progress are in some cases separate, and in other cases— 
combined, related to the factors of the capacity of the 
transport cycle. For example, new railcars are related to the 
indicator of freight capacity and the coefficient of its use. 
Technological innovations, let us say, methods of loading 
and transporting, are connected with the average coeffi- 
cient of use of the freight capacity and the working fleet. 
Administrative innovations, such as complete regulation 
of loading, organization of train work, etc., are related to 
the static load, i.e., to the product of the freight capacity 
multiplied by the coefficient of its use. The quality of 
regulating the railcar fleet on the network and roads affects 
the normative need for it, etc. 


Under specific operating conditions, all the relations of 
technical, technological and administrative innovations to 
the factors of the capacity of the cycle can be expressed 
quantitatively. The same thing applies to the degree of 
influence that the quality of the innovations and scales of 
their production use has on the increase in the productive 
force of the system. 


The relations between scientific-technical progress and its 
production cycle are also viewed as fully determined, and 
the measure of these relations can also be expressed 
numerically. Scientific-technical achievements resulting 
from applied science (and through it, as the result of basic 
sciences) with their technological application directly 
affect, in some way or other, the operations of the produc- 
tion cycle. This is a natural result, or else the creative 
function of applied science is lost. To some extent this 
influence will lead to shortening the production cycle. In 
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this case, the number of cycles of the system increases 
beyond the period estimated and, consequently, its pro- 
ductive force increases 


If one has railroad transport in mind, then the screntific- 
technical programs developed by the MPS, “Nagruzka”’ 
[Load], “Skorost” [Speed], “Ves” [Weight] and “Proiz- 
voditelnost truda” [Labor Productivity], provide for, as 
was noted, a numerical increase in individual indicators. 
These indicators are used in determining the productive 
force of the system. Consequently, all these programs can 
be intercoordinated and reduced to a unified program to 
up-date the productive forces of the railroad transport 
system. This ts essentially important, since a unit of 
increased productive force of the system requires different 
expenditures to maintain and use—depending on through 
which factors (load, weight, speed, etc.) this increase was 
achieved. If the price of a unit of productive force on the 
transport market 1s the same, then to obtain the greatest 
profit, the productive force must be increased through 
factors requiring lower expenditures 


In determining the efficiency of transport system modern 
ization, its price 1s traditionally measured as the adjusted 
expenditures calculated by means of a normative coeffi- 
cient of efficiency. In our opinion, it 1s advisable to choose 
solutions in the sphere of production-economic systems 
being guided by the sum of the expenditures of fixed and 
working capital during the period of time within the limits 
of the period of obsolescence of the fixed production 
capital—the life cycle of the system. The result of its 
functioning during that same period is measured by the 
total value of the productive force. For a number of 


practical tasks, one should take tnto consideration the 
intensiveness with which the total productive force 1s used 
during the period, which 1s also determined by the period 


of obsolescence 


[he theory of choosing investment decisions for railroad 
the fact that there are 
many century-old structures on the roads. and the fixed 


( apital (locomotives and 


transport is in many cases based o1 


part of the fixed production 


railcars) can be used tor dozens of vears. This has 


influenced tl 


le views of scientists and practical workers 
management sphere 
railroads wet inverted to new forms of 


in different ways, especially in th 
After th 
traction, those of them that had resources at ther 
disposal interpreted t! theory quite specifically. The 
choice of decisions on minimum transport expenses and 
a long physical service life for the capital was often 
understood as the need to reduce the share of expendi 


tures to develop transport. W know the result—the 
deplorable state of the ra fleet and locomotive 
service, tracks and man-mad | tures and the critical 
situation with respect to automating labor Intensive pro 
cesses and developing the social sphere. Such basic task 

of scientif technical progre as acce rating the fixe 

producti pital \ lized 
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The periods for introducing scientific-technical innova- 
tions 1s being sharply reduced. A number of data, charac- 
teristic in this respect, were presented in the collection of 
international predictions by H. Weinhauser and E. 
Schmakk, “The World in the Year 2000." More discov- 
eries and inventions appeared in every decade of the 
second half of the 20th century than in the preceding 2000 
years. At the same time, in every subsequent decade, the 
number of inventions and discoveries doubled as com- 
pared with the preceding one. In the process of space 
research, in one decade 12,000-15,000 new products and 
technology, which had not existed before, were developed. 
Structural changes also took place in the economy which 
were related to scientific-technical progress in general, but 
affect the sphere of transport 


It is generally known that, in many directions of scientific- 
technical progress, Soviet science, technology, equipment, 
education, the vocational skill of the workers, and culture 
held a worthy position in the world. The political- 
economic crisis in Russia and the countries of Eastern 
Euro e has as its prologue the deterioration in the general 
world situation. The predictions of H. Weinhauser and E 
Schmakk, apparently, were not destined to come true 


lhe future of world economics and the development of 
transport depend on the conditions under which the 
people of Russia and other sovereign states on the vast 
expanses of the Eurasian area will live. Seven years of 
“perestroyka’ once again confirmed the very close inter- 
relation between transport and the state of the country’s 
political, economic and social daily life 


According to students of the ancient “universal cosmic 
law,” the transformation of a condition of disorder into an 
ordered condition also ensures the preservation of the 
basic conditions for the existence of the universe, man and 
morality. On the hasis of this law, the condition of ou, 
country today should be evaluated as clearly one of dis 
order. We have not followed the advice of N.M. Karamzin, 
who wanted “...to unite what had been committed to us for 
centuries into a system, made serene through a harmo 
nious rapprochement of parts.” Unfortunately, in the years 
of perestroyka, no harmonious rapprochement of parts has 
been taking place in “what was committed to us for 
centuries” (read, in our past, powerful Motherland) 


It would be appropriate here to remember that each 
politician, director, scientist, business executive, each of us 
is powerful not as a critic of the shortcomings of his 
predecessor, but through his deeds, creative work and 
housebuilding. We all answer for this before the people and 


Our own Conscrence 


Railroads and transport are most 
this. For the economic market area, 1.e., for a territory 
within the limits of which commodity exchange ts carried 
out between market constituents, there 1s no stronger 
organizing material basis other than good railways. The 
here, of course, 18 mutual. On the one hand 


influence 


transport for the territol iS a necessary ondition for 


ea ( )y the other hand the notential 


forming the market ar 
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market area is an incentive to create new transport sys- 
tems, in particular, for new railroad construction. A good 
example of this is the building of a railroad in the western 
part of the ‘Great Silk Route,” re-establishing the ancient 
market area which includes China, India, Kazakhstan, 
Central Asia, Iran and Turkey. Transport appears here as a 
market participant with full rights and as a major product 
consumer. We also know how, in the last third of the past 
century, intensive railroad construction actively contrib- 
uted to Russia’s economic development. 


rhe transition from an “area” to the Motherland 1s thorny 
and long. In this profession, both the roads and the means 
of movement can be most varied. In any case, however, it 
must be borne in mind that the power methods of the 
social structure have already completely exhausted them- 
selves. For us, the historically proven road to human 
well-being entails steady movement to an organized, free 


and just society. This will be the new, well-ordered state of 


relations between different forms of ownership, interests 
and human duty. It will embody our values (scientific 
knowledge, faith, social protection, culture, morality), the 
achievements of West and East (particularly in the matter 
of developing and using the productive forces), and also 


the values of world religions and faiths in the sphere of 


charity and mores. 


On the path from the present “area” to a well-ordered 
Motherland, few people take with them (in the words of 
Pitirim Sorokin) knowledge, labor and charity. We need an 
idea which would unite the peoples. An idea which pos- 
sesses this ability, in our opinion—is the idea of re- 
establishing our statehood. A historic mission has again 
befallen Russia—to unite, on a new basis, the parts of a 
unified whole, scattered by centrifugal forces, to create a 
powertul economic field of centripetal forces. This 1s 
difficult, it takes a long time, but 1s historically inevitable. 
Fanaa 


r| , i I anf sh ne:) socal 


pHe States SUPTOUNGINE RUSsiad (4NG Hot ony tAey) Wik 
themselves, voluntarily, strive toward a union with Rus- 
sia—developed and rich, free and multi-ethnically reborn 
It has been that way in history more than once, and not just 
with the peoples inhabiting the territory of the former 
USSR 


History would like to arrange things so that it falls to 
Russia’s lot to stand at the head of the educated world, and 
not only in the sphere of science and art, but also to head 
the rescue of today’s civilization from fascism. Our state 
its army and people accepted the tribute of the respect of 
progressive humanity. It 1s remarkable tn this case that the 
grateful epistles were signed not only by friends and 
like-thinkers, but also by staunch anti-communists 

Roosevelt 


[his 1s also part of our history 


Franklin Winston Churchill and Charles de 
Craulle 


permanent memory, and a very essential part for an 


part of the people's 


inderstanding of the future. The future, to a major extent 
will be such that striving to know the Truth—the meaning 


of lite—to evaluate the tull-valued daily lite of man and 
dinates will increasingly, 


“Without a firm 


ocietyv in i new system j COOT 


become the main all-deciding factor 


yf self. and of what he 1s to live for. man cannot 
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consent to live, and would rather destroy himself than 
remain living on earth, even if all around him be bread” 
(F.M. Dostoyevskty). 


“Zheleznodorozhnyy transport’, 1993© 


Deputy Minister on Improving Railway Safety 
9441-0723A Moscow ZHELEZNODOROZHNYY 
TRANSPORT in Russian No 11, Nov 93 pp 2-6 


[Article by Yu.M. Gerasimov, Russian Federation deputy 
minister of Railways: “A Program To Increase Traffic 
Safety” 


[Text] Railroad transport today, as at all times, remains 
the main arterial system of the country’s economy, Under 
the conditions that have formed, the economic aspects are 
increasingly coming to the foreground of its activity. We 
need funds to maintain and up-date the technical devices, 
retain skilled personnel, develop scientific research and 
support the infrastructure. In the light of the new require- 
ments, the criteria for evaluating losses due to traffic safety 
violations are also changing. Whereas before, the time of 
the interruption in traffic was counted, the economic loss 
now becomes the most important indicator 


Meanwhile, in just 11 months of 1993, direct losses to the 
state from wrecks and accidents constituted about 790 
million rubles [R]. Fourteen locomotives and 778 railcars 
were smashed and damaged. Six people died in wrecks and 
15 were injured. These figures alone indicate that the 
situation in the sphere of traffic safety requires careful 
analysis, study and realization of effective measures to 
Stabilize it. 


In the course of the last few years, all the activity directed 
toward ensuring train traffic safety was based on MPS 
Order No 10Ts of 1991, which played a decisive role in the 
implementation of organizational and technical measures 
to prevent accidents. Because of the changed situation in 
the country and 1n transport, however, a tendency has been 
noted to relax attention to traffic safety problems. As a 
result, in 1992 there was a wreck with serious conse 
quences at the Podsosenka Station on the October Rail 


road, and several other accider.ts also took place. A 
number of decisions were made that were new in principle 
directed toward eliminating the causes giving rise to trans 


port accidents 


In May 1992, the MPS issued Directive No 93-u, which 
more precisely defined the allocation of duty and respon- 
sibility to the directors of the MPS and the railroads tor 
organizing accident-free operation. In August of the same 
year, the problems of ensuring traffic safety were discussed 
at a meeting of the collegium, which resolved to carry out 
special tests of railroad workers’ knowledge of PTE [Reg 
ulations for Technical Operation of Ratlroads| and 
instructions, as well as special certification of supervisory 
and engineering-technical personnel involved tn orga- 
izing the ensurance of traffic safety. The necessary mea 
sures were determined to increase the level of technical 
training for railroad workers and make more active use of 
economic incentive methods to increase safety. It was 


decided to carry out general checks on the use of safety 
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instruments and to eliminate the operation of locomotives 
with faulty ALSN [continuous automatic locomotive sig- 
naling] devices. 


In conjunction with the railroads, MPS administrations 
and concerned departments drew up a government- 
approved State Program To Increase Train Traffic Safety 
in RF Railroad Transport in the period 1993-2000. It 
specifies working out, developing and introducing tech- 
nical devices to prevent accidents. Plants of the MPS and 
defense industry complex were called on to participate in 
its realization, 


In 1993. the Statute on Material Remuneration for 
Ensuring Accident-Free Work for a Year was drawn up 


and approved by agreement with the Central Committee of 


the Independent Trade Union of Railroad Workers and 
Transport Construction Workers. A resolution was passed 
on improving the analysis of the causes of accidents, 


drawing in the screntific-research institute. A number of 


documents on ensuring safety when transporting haz- 
ardous freight were sent to the railroads. An MPS Direc- 
tive on increasing the role and responsibility of inspectors 
for traffic safety in the matter of preventing accidents was 
drawn up and issued. 


It must be emphasized that the appearance of each of these 
normative acts was dictated by practical experience, and 
their principal aim was to reduce the recurrence of errors, 


violations and causes of wrecks, accidents and cases of 


sub-standard work in train and shunting operations. The 
success of these documents and measures, however, 
depends entirely on their being put into practice at the 
sites. 


At present there are 6,500 stations, 289 locomotive and 
214 railcar depots, 453 track subdivisions and 282 STsB 
(Signaling, Centralivation and Blocxiiig) and communica- 
tions subdivisions in operation on the ratlroads of Russia. 
Some |,216,000 people are engaged 1n operations activity. 
The absolute majority of the railroad men work conscien- 
tiously, ensuring train traffic safety. There have been no 
wrecks or accidents on the Ivanovo Division (V.A. Shofin, 
chief inspector tor traftic safety) or on the Salsk Division 
(V.M. Shofin) in 20 years, on the Moscow-Circle Line 
Division (A.V. Osvaldo) in 8 years, and on the Bryansk 
(A.A. Tkachev), Solvychegodsk (P.Ye. Khokhlov), the 
Likhovskoye (V.A. Turin), Yelets (U.K. Dzhioyev), Uly- 
anovosk (A.A Kostyuk), Penza(V.G. Kazantsev), Arkhan- 
gelsk (V.I. Pukanov), Voronezh (1.D. Kashkin) and Ryazan 
(V.A. Lechkin) divisions in the last 3 years 


This prolonged period of accident-free work 1s the result of 
the quite high level of organization. At the same time, 
there is a group of road divisions on which the traffic safety 
situation is unfavorable. For example, in just the past 3 
years there have been 12 wrecks and accidents on the 
Petrozavodsk Division, 8 on the Kazan, 7 on the Vol- 
gograd, 6 on the Ruzayevka and 4 on the Rtishchevo. At 
the same time, three roads—the October, Moscow and 
Gorkiy—accounted for almost half of all the wrecks and 
accidents 
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In 1] months of 1993, there were three wrecks involving 
passenger trains, with loss of life, on the Moscow, 
Kemerovo and East Siberian railroads. Workers of the 
Mos. -w, Gorkiy, North Caucasus, Kuybyshev, Baykal- 
Amur, Far Eastern, Sverdlovsk, West Siberian and 
Sakhalin railroads were to blame for passenger train 
accidents. 


On the whole, the number of wrecks and accidents 
dropped by 14 percent as compared with the same period 
last year (33 wrecks as against 41 and 28 accidents as 
against 30). The number of wrecks and accidents 
increased, however, on the Moscow, North Caucasus, 
Volga, Kuybyshev, South Urals, Sverdlovsk, Krasnoyarsk 
and Far Eastern railroads. An unfavorable situation has 
formed on the Caucasus, Mineralnyye Vody, Volgograd, 
Saratov, Perm, Tayga, Mogocha, Khabarovsk and 
Novosibirsk divisions, where there were several wrecks 
and accidents each. 


Despite a certain reduction in cases of sub-standard work 
in train and shunting operations, the number of them 1s 
sull large. Dangerous violations of traffic safety, such as 
running through stop signals, rolling stock drifting from 
stations and cracks 1n the axle journals of the wheelpairs 
and bogie side walls of freight cars, have not been elimi- 
nated. The number of cases of cars becoming uncoupled 
from passenger trains en route has risen. A number of 
roads, particularly the October, Moscow, Gorkty, Kuyby- 
shev and Southeastern, have recorded many cases of 
derailment of freight trains, some of which were on the 
verge of being wrecks or accidents. 


The largest number of wrecks and accidents (50 percent), 
as before, fall to the track service. The reason 
unsatisfactory routine maintenance of the track, failure to 
adhere to the regular intervals for its inspection, delay in 
replacing criticaily detective rails, violation of the rules for 
doing the work, unsatisfactory maintenance of the switch 
assemblies and curved crossings, and poor quality of the 
track repair. This stems mainly from the low level 
discipline and technical knowledge of the track brigade 
leaders and road foremen, and the disorganization and 
irresponsibility of the directors of the track subdivisions, 
departments and services. On || railroads, and particu- 
larly—the Moscow, Volga and North Caucasus—the track 
workers were to blame for wrecks and accidents. 


The situation continues to be alarming at railroad level 
crossings. In 11 months of 1993, there were 324 collisions 
between trains and motor vehicle transport, as a result of 
which 84 people were killed and 109 injured. Collisions 
with tour buses had very serious consequences on the 
Moscow, October, West Siberian and Far Eastern rail- 
roads, as well as collisions of means of transport with 
suburban and high-speed trains on the Volga and North 
Caucasus main!ines. It should be noted that the motor 
vehicle drivers are to blame for the overwhelming majority 
of collisions. The railroad workers should not be cleared of 
all responsibility, though. We all know the arsenal of 
means of combating this evil—close interaction between 
the organs of GAI [State Motor Vehicle Inspectorate] and 
the local authorities, including interaction in building 
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overpasses. At the same time, we should ensure that level 
crossings are kept in good working condition and modern 
technical devices to regulate traffic are introduced. 


The railcar service situation remains difficult. Here, the 
number of wrecks has increased, and constitutes over 40 
percent of the total number on the network. Things are 
worst of all in the railcar service of the Northern, North 
Caucasus and Kuybyshev roads. All the violations stem 
mainly from violation of the rules for inspecting and 
repairing railcars and failure to adhere to the technology of 
preparing consists for the journey. The incomplete provi- 
sion of the work places with the necessary tools and 
devices, spare parts and materials has an adverse effect on 
the level of traffic safety provision. Some depots have no 
modern instruments for non-destructive monitoring of the 
state of the units and parts of the railcars, and the available 
ones are often in poor condition. The state of the axle units 
of freight cars on rolling bearings, the repair and technical 
service of which are carried out in extremely gross viola- 
tion of the established technology, is particularly alarming. 


The data listed show that 90 percent of the accidents and 
wrecks occur in two services—track and railcar. It is here 
that the lack of discipline, irresponsibility and negligence 
of the workers appears to the greatest extent. There are, of 
course, also serious shortcomings in the other subsectors. 
For example, in the locomotive service, there are still cases 
of running stop signals, which attests to the lack of disci- 
pline and criminally negligent attitude of some of the 
engineers toward the job which has been entrusted to 
them. With modern equipment, even if it 1s not quite 
perfect, and with the existing regulations, there should be 
no discussion of running through signals. The collectives of 
many locomotive depots confirm this. In the last five 
years, for example, the engineers of the Moscow-Kursk, 
Moscow-Kiev, Khovrino, Novgorod, 
Leningrad-Sorting, Gorkiy-Moskovskove, 
Kirov, Morshansk, Penza-l, Uly- 
anovskoye and many other depots have not run through a 
Single stop signal 


Novomoskovskove 
Kalinin 


CGrorkiv-Sorting. 


In the transport industry, particular danger lurks tn inci- 
dents of rolling stock drifting from stations because of the 
violation of the procedure for securing this stock, and also 
in freight-train defects, which in the past have ended in 
serious wrecks. The worst offenders in this subsector are 
the North Caucasus, October, Moscow and Gorkiy rail- 
roads. The shortcomings in ensuring traffic safety stem 
from the activity of other services as well, in particular, the 
signals, communications and computer technology, freight 
ind commercial operations services 


As the tragedies of Sverdlovsk, Arzamas, Alma-Ata, Annay 
and other places, which stem from the transport of haz- 
ardous freight, recede farther and farther into the past, 

directors of all ranks and inspectors 
As a result, in 11 


many execulives 


essen their attention to this problem 


~ 


months of 1993 network had 13 wrecks, 6 accidents 
ind 23 derailments involving cars with hazardous freight 
Ninety-four derailments and 35 collisions involving cars 
vith this type of ight took place at sorting humps and 
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during shunting operations. In addition, emergency situa- 
tions involving hazardous freight en route arose 740 times. 
They were caused mainly by leakage through faulty drain 
instruments, cracks, corroded openings and the welds of 
boilers. In this case there is a complete or partial loss of the 
freight, and human life and health are threatened. 


At the beginning of 1993, the railroads were sent an 
analysis of the state of safety in the transport of hazardous 
freight, as well as recommendations on preventing emer- 
gency situations. Particular attention should be paid to 
monitoring adherence to the procedure for shunting cars 
loaded with hazardous freight, to training workers 
involved in its transport and also to monitoring the 
technical condition of rolling stock intended for the trans- 
port of hazardous freight. 


Wrecks, accidents and cases of sub-standard work take 
place despite the fact that a precise system of accident- 
prevention measures has been drawn up for railroad trans- 
port. The actions of responsible officials were noted down 
and regulated in order to ensure coordinated and accident- 
free work, and the duty of the directors was clearly defined. 
The arsenal of these measures 1s constantly supplemented 
on the basis of analyzing the situation that has formed at 
the sites. This system is in operation in the absolute 
majority of work collectives 


As the analysis shows, wrecks, accidents and cases of 
sub-standard work take place mainly because the rules and 
instructions are violated. On the whole for the network, 
there are about 60,000 of these violators. This means that 
undisciplined or poorly trained workers, the proportion of 
which does not exceed 3 percent of the operations per- 
sonnel, threaten train traffic safety. The number of slip- 
shod workers can be reduced and traffic safety increased 
accordingly only by painstaking and general work with the 
people and strict fulfillment of the accident-prevention 
measures. This is what production commanders and spe- 
cialists of the inspector-instructor staff are called upon to 
do 


The system to ensure train traffic safety 1s made up of 
many components. These lude personnel training, 
instruction, periodic checks of the actual fulfillment of 
instructions and monitoring the state of the technical 
devices, adherence to the procedure for examining each 
case, analysis of the results of checks and inspections, 
purposeful realization of preventive measures and the 
main thing—keen organizational work with the people. 
The fundamental requirements for inspectors are formu- 
lated on the basis of the following points: be in the thick of 
essential, be principled, 
critically evaluate a situ- 


events. know how to see what 1s 
persistent and uncompromising. 


ation and consider the future 
As checks and inspections show, a number of railroads 
have serious shortcomings in organizing ensurance of 


traffic safety. Their causes, however, are not being elimi 


yf the lack of principles and the policy of 
ympromising with workers of the inspectorial staff who 


nated, becaus 
have these shortcomings. As a result. cases of sub-standard 


work, accidents and wrecks are rt peated 
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It is appropriate to remember, in this connection, the 
wreck of Elista-Moscow passenger train No 251, which 
occurred on 5 May 1993 on the Kashira Division of the 
Moscow Railroad. 


In October 1992, the road division’s chief inspector for 
traffic safety inspected the Kashira subdivision of the line. 
In November, the chief of the subdivision examined the 
materials, but issued no order. In December, the division 
chief made an investigation and also came to no conclu- 
sions. This was not inadvertent, because the inspection 
was Carried out on an extremely low level and many 
serious shortcomings were not revealed. In January 1993, 
the division inspector for the track service made out an 
inspector’s directive for the chief of the subdivision, but it 
was not fulfilled. 


On | March, 21 cars derailed at the Kashira Station. It was 
established that this kilometer had been unsatisfactorily 
evaluated for 12 months running, and on 18 February, 
with the passage of a track-recording car, the speed was 
restricted to 15 km/hr because of 4th-Sth class defects. The 
defects were not eliminated—the road foreman noted the 
warning. The workers of the inspectorial staff could not 
help but have known about all this, but took no measures. 
Moreover, they did not monitor the carrying out of the 
spring inspection on this subdivision or elimination of the 
defects revealed in the course of it. 


On 23 April at the 8th picket of the 121st kilometer (where 
the wreck of passenger train No 251 occurred two weeks 
later), the chief of the section, upon inspection, discovered 
that the spaces between the ties had not been filled up with 
ballast, the spikes had not been finished off, the rails were 
coming out of the sole plate rims, the joints were sus- 
pended and there were no gaps. They must either close it to 
traffic or restrict the speed. Neither was done, but the 
deadline established for eliminating the defects was before 
26 April. They did not manage to put the track into good 
condition, though—the wreck occurred. 


Inspections and checks are given a considerable role in 
preventive work. This can be realized in full measure, 
however, only when the inspections are carried out with 
the appropriate quality, the results are examined promptly 
and the measures aimed at eliminating the shortcomings 
revealed are worked out and put into practice. 


At the same time, railroad inspectors do not do enough 
target-oriented checking which would contribute to deci- 
sions aimed at preventing particularly dangerous viola- 
tions, as for example, running stop signals. The inspectors 
have the opportunity and obligation to go through the 
entire chain of preventive work, through all its links. 
These, above all, are the organization of technical training 
and instruction, the quality of interpreting the speedom- 
eter tapes and using the results in working with engineers, 
the activity of the instructing engineers, systems of surprise 
checks, a command staff train escort, familiarization of the 
locomotive crews with documents on traffic safety, high- 
quality elaboration of the classified charts for driving the 
trains, adherence to labor legislation by the staff of dis- 
patchers and duty attendants for the depots, etc. Behind 
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this arsenal of measures stand people called upon for 
constant support of the vitality and efficiency of the 
system, each element of which also has its own chain of 
components. The inspector should therefore make a thor- 
ough study of the efficacy of this system, not only at one 
depot, but on the road as a whole, make the necessary 
decisions, specifying the responsible executors and 
periods, and strive for their fulfillment. This work must be 
organized so that each person feels his own personal 
responsibility for eradicating the existing shortcomings. 


One of the forms of efficient influence over directors of all 
ranks who are involved in ensuring traffic safety is the 
Book of Inspectors’ Instructions. As checks show, inspec- 
tors do not use this book enough. For example, the chief of 
the Ramenskiy track subdivision had a disdainful attitude 
toward ensuring traffic safety, and in the course of 1992, 
not a single entry was made in his Book of Inspectors’ 
Instructions. On the Petrozavodsk Division, no entries 
were made in the Inspector’s Instructions books of the 
locomotive depot chiefs for five to seven months. At the 
Suyevka Railcar Depot, this division’s inspector for railcar 
service did not make any checks for one-and-a-half years. 
Very poor use 1s made of the Book of Inspectors’ Instruc- 
tions in working with the directors of the road administra- 
tions, services and divisions. A lack of proper monitoring 
of appropriate measures taken in accordance with the 
instructions entered in the Book and in formal inspection 
and checking documents is a general shortcoming. This 
attitude toward this document has an adverse effect on the 
authority of the inspectors themselves. 


Planning work, making inspections and using the Book of 
Inspectors’ Instructions are all different forms of influence 
on directors engaged in organizing traffic safety. After all, 
it is impossible for the inspectors to carry out the entire 
complex of anti-accident measures on their own. With his 
personal participation in carrying out preventive work, 
checks and inspections, combined with exactingness and 
adherence to principles, the inspector should arouse com- 
manders of all ranks to adhere strictly to the system of 
accident protection, so that it may ultimately have a 
positive effect on the work of those directly involved in the 
performance of transport work. Each worker on the inspec- 
tion staff must at the same time have a good knowledge of 
his own depot, surround himself with an active group of 
specialists of the services, and on its basis build interrela- 
tions with the directors, while critically assessing his own 
place in the work. 


Increasing traffic safety, along with activating the organi- 
zational activity of the command and inspector-instructor 
staff in reinforcing discipline and increasing the responsi- 
bility of the railroad workers for the job entrusted them, is 
also achieved by developing and introducing up-to-date 
safety instruments, devices and systems, specified by the 
State Program for 1993-2000. Powerful design and pro- 
ductive forces, including the defense industry complex, are 
engaged in carrying out this program, and the necessary 
amount of funds has been allotted. The work 1s being given 
priority financing. 
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The state program outlines the development and introduc- 
tion of devices to prevent trains running stop signals and 
colliding, based on the latest modifications of the SAUT- 
Ts [automatic brake contro] system], which ensures a train 
stopping before a stop signal if the engineer is distracted 
from driving the locomotive. The system continuously 
monitors the state of the main brake line, prevents the 
train from spontaneously rolling back, and also, at places 
requiring increased attention (speed restriction sections, 
bridges, tunnels, etc.), checks the alertness of the engineer 
by means of a voice informant. 


To increase the reliability of the action of automatic 
locomotive signals and prevent running through stop sig- 
nals at sections not equipped with SAUT, provision is 
made to introduce the ALSN [automatic locomotive sig- 
naling] microprocessor decoder, with the functions of a 
complete locomotive safety device, which is being devel- 
oped, and the Dozor instrument, which makes it possible 
to remove from the engineer’s cab the instruments 
(UKBM, L143, R1117) for periodic alertness checking and 
the unreliable (L168, R1103, R1104, etc.) equipment to 
prevent the train from spontaneously rolling back. A 
telemechanical system, which makes it possible to stop the 
train when the engineer falls asleep, 1s being introduced for 
continuous monitoring of the physiological (functional) 
State of the engineer. The program also specifies devel- 
oping and introducing technical devices which make it 
possible for the engineer to control the tightness of the 
brake line and promptly ascertain possible cases of its 
closure or increased air leak. This device will be used on 
freight locomotives not equipped with SAUT. 


In accordance with the State Program, the newest automa- 
tion and communication devices are to be developed and 
introduced, including centralized traffic control, which 


makes it possible to record the train’s position, the work of 


the STsB devices and the action of the station duty 
attendant. Automatic blocking with voice-frequency track 
circuits, possessing increased noise immunity, and permit- 
ting track work to be done with low ballast resistance and 
without insulating the joints, is slated to be put into 
operation. Being introduced for the first time are duplex 
train radio communications, which ensure mutual calling 
and conversations between locomotive engineers and the 
train dispatcher, using individual, group and circular 
calling; transmission of commands fiom the dispatcher 
and reports from the engineer, displayed on indicator 
boards, and in emergencies—transmission of a command 
by the train dispatcher to stop the train and the engineer's 
calling the dispatcher; automatic transmission of an emer- 
gency signal warning that the train must make a stop on the 
line. 


Devices to prevent railcars from arbitrarily leaving the 
Station, particularly higher-power parking brake stops, 
with verification of the position and remote control, as 
well as blocking devices in sorting yards, which make it 
possible to hold back the consists and railcars safely on the 
max:mum permissible slopes, must be developed and put 


into operation. It 1s planned to increase the safety of 
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passenger car operation through the use of non- 
combustible and combustion-resistant lining materials, as 
well as fire signal systems 


An important direction of the State Program 1s working 
out and introducing devices for non-destructive checking 
of the diagnosis of the basic elements and parts of rolling 
stock and the tracks. Locomotive and railcar depots are to 
be equipped with portable supersonic defectoscopes to 
monitor the wheelpair tires and solid rolled wheel rims, as 
well as devices for technical diagnosis and measurements 
when railcars are repaired. The track service will have 
high-speed track-measuring cars with solid-state readout of 
information and its processing by computer. The existing 
track-measuring cars will get an automatic reading- 
interpretation system. Traffic safety will be achieved at 
railroad crossings through their further equipment with 
automatic signaling and the introduction of photo- 
monitoring devices to record violations of the travel rules, 
as well as through developing a set of technical devices to 
rule out the possibility of trains colliding with motor 
vehicles. 


The Program outlines the development of technical 
devices for vocational selection, training and_ skill- 
improving of the workers in the basic railroad transport 
vocations. New machines and mechanisms will be devel- 
oped for emergency reconstruction subdivisions of the 
railroads, including hoisting cranes and equipment to put 
derailed cars back on the track. It used to be necessary to 
procure this kind of equipment abroad. In addition, the 
State Program specifies carrying out priority scientific 
research and development for the purpose of creating a 
new generation of transport equipment and technology in 
the sphere of ensuring traffic safety, as well as working out 
a set of measures to improve the transport of hazardous 
freight, and legislative and normative acts on traffic safety 


Unfortunately. some of the assienn f the State Pro- 


gram are being carried out at a slow pace. For example, in 
11 months of 1993, only 658 locomotives, out of the 
assigned 765, were equipped with SAU T devices, which 
are considered the basic means of preventing running 


through stop signals. [he Southeastern, which equipped 
only 57 locomotives out of the with these 
devices, the East Siberian (29 locomotives out of 55) and 
the Far Eastern (49 out of 65) railroads lagged behind. The 


assignment to equip locomotives with « ronic speedom- 


assigned 10! 


eters and duplex train radio communication was threat- 
ened with disruption, as were a number of other assign- 
ments. 

The Main Administration is now working out measures to 
ensure traffic safety in railroad transport. These measures 
are based on the need for a stricter, more purposeful and 
constantly functioning system of carrying out preventive 
measures against accidents. The main thrust was made in 
organizing work with the people. increasing their knowl 
edge and reinforcing production and technological diset 
pline. Special importance 1s attributed to 1 se of all 
forms of incentive for railroad workers who perform thet 
duties conscientiously, as we y mat ‘sponsibility 
for damage caused due to sub-standard work, accidents 
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and wrecks. There must be a radical improvement tn the 
organization of technical training of personne! and transi- 
tion by stages to their vocational selection. 


Top attention should be paid to ensuring traffic safety for 
passenger trains. The task of improving technical devices, 
and particularly tracks, railcars and locomotives, 1s to be 
achieved by the sectorial administrations and railroads. 
The existing shortcomings in repairing and maintaining 
the track, transporting hazardous freight and ensuring 
traffic safety at crossings should be eliminated. In connec- 
tion with the approval of the new Regulations for Tech- 
nical Operation of Russian Federation Ratlroads, services 
are to be introduced by stages, in accordance with these 
regulations. 


Along with putting the State Program into effect, a great 


deal of work 1s to be done for widescale introduction of 


devices and instruments developed at the sites and 
showing a high degree of efficiency in their work. VNI- 
IZhT [All-Union Railroad Transport Scientific-Research 
Institute} must work out the organizational structure and 
basic points of a system of certification for enterprises and 
technological processes, as well as the basic sectorial stan- 
dards for traffic safety. Systems of preventive measures to 
prevent accidents, and basic norms for the personal par- 
ticipation of the supervising personnel tn this work must 
also be put into practice eve 


rvV nere 


The problem of high-quality evaluation of the inspectorial 
staff ts no less urgent. The activity of each inspector must 
be attentively and critically examined and his potentials 
determined, and the correct decisions made on this basis 
Each inspector, on his section, must know not only how to 
evaluate the state of the technical devices or safety as a 
whole, but also how to determine the reasons for what 
happens and the poor workmanship of the commander 
responsible for it. how to tind ways to normalize the 
situation and achieve their realization. [t 1s also important 
in time the focal 
The work of the 
inspectors should in future be evaluated, not for the 
quantity and comparison of the number of cases of sub- 
standard work, but for accident prevention and the adher- 
ence to principle, exactingness and objectivity displayed. 
Any attempts to smooth over a situation, or lack of 
obrectivity in 


ior each inspector to be able to toresee 


points of aanger and to react promptly 


classifving safety violations and recording 
them must be stopped. In difficult and multi-dimensional 
inspectorial work, he must, above all, be self-organized. He 


must think about improving the style of his work 1n ordet 


not to get bogged down !n trifles, ond think about keeping 
under control himself, his subordinates and those of his 
commanders who are inclined to oversimplification in 
problems of ensuring trattic satety 
The work of the public inspectors has been increasingly 
less often remembered recently—this true form of control 
has died out. At the same tim ; hard to solve safety 
problems without drawing broad ircle of railroad 
workers into the Struggle against a lents. We must seek 
new form 14 met ema f what we have 
ur disposal: increase the prestige of the Book of 
Engine Com { materia 
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incentive for the railroad workers who alertly support the 
service, and also the directors of enterprises which have 
long ensured the proper level of traffic safety organization, 
and support and guide the activity of the assistant chiefs of 
the enterprises to traffic safety. 


“Zheleznodorozhnyy transport’, 1993© 


Rolling Stock Maintenance Issues Examined 
94407454 Moscow GUDOK in Russian 14 Apr 94 p 2 


[Report on Ministry of Railways Scientific and Technical 
Council session by N. Davydov: “Let the Railcars Run a 
Little Longer”’] 


| Text] When they say that we are living in an unstable and 
unpredictable time, I ask myself: how 1s this manifested in 
railroad transport? The overwhelming majority of the 
sector's employees are continuing to perform their profes- 
sional duties conscientiously in spite of everything. Other- 
wise, the freight and passengers would not be delivered to 
their destinations. 


But this 1s being achieved at an increasingly higher price. I 
will not mention all the aspects of transport activity, just 
one. In recent years, the number of freight cars in disrepair 
has been increasing on railroads in both Russia and the 
CIS countries. This is the result of a certain lack of 
responsibility in their use and the forced division of the 
fleet while they continue to be operated jointly, which 
leads to the steady obsolescence of the rolling stock and 
sharp deterioration in all types of repair work. 


Generally speaking. this is not a new problem. It existed 
even before the collapse of the USSR. But now the crisis in 
the economy and inflation are aggravating the situation. 
Investments in railroad transport have been reduced to 
zero and the purchase of new rolling stock has been 
practically discontinued. Accordingly, railcars are coming 
in for maintenance more and more frequently, but there 
are not enough funds for this 


Quite naturally, the question arises: how do we stop the 
trend of more and more railcars in disrepair? Specialists of 
the VNIIZhT [All-Russian Railroad Transport Scientific 
Research Institute] suggest that the ratlcars be assigned to 
railroads for repair, which, they say, will make it possible 
to create a self-regulated organizational-economic mecha- 
nism capable of maintaining the railcar fleet in good 
technical working order. Finding support from specialists 
in the MPS [Ministry of Railways] Railcars Main Admin- 
istration, they proposed that this matter be submitted for 
discussion by the Scientific and Technical Council. 


While Professor V. Buyanov, head of the Transport Devel- 
opment Prospects Laboratory of the VNIIZhT, and | 
Glukhov, chief of the Ratlears Main Administration, were 
speaking, the impression was created that after the railcars 
are assigned to the ratlroads, the quality of their repair will 
improve and the expenses for this purpose will even be 
reduced. But then their opponents—V. Gorbunov, chief 


engineer of the Transpoort Main Administration, and G. 
Bugroy 


chief of the Statistics Administration—were given 
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the floor, and they cited numerous reasons to show that the 


existing system for operating and maintaining the railcar 
fleet must not be changed 


Without getting into the details of the dispute, it 1s still 
necessary to dwell on the main factors which Deputy 
Minister A. Kondratenko, who was chairing the session, 
repeatedly attempted to clarify. What is your conviction— 
that assigning railcars to the railroads will improve repair 
quality—based on? What 1s bad about the system now tn 
use and how do we correct this? 


Running ahead, I will say that neither side cited exhaustive 
and sufficiently persuasive arguments. There were many 
analytical statistics and variations of organizational and 
economic impact on the operations and repair processes, 
but on a practical level they looked questionable at times 


For example, there are no justifiable grounds for the 
statement that the railcars’ assignment to railroads will 
make it possible to improve the quality of depot repair, in 
their opponents’ opinion. In such a case, what 1s to happen 
to repair cooperation and specialization, which ts the basis 
for the distribution of railcar depots in the railroad 
system? But the main point is that there continue to be 
many rulers of the raticar’s destiny as before—chiefs of 
tations, the heads of PTO’s [technical inspection points], 
and so forth on the chain over which it passes—but it has 
not had and does not have a really responsible owner 


Returning to the reasons which forced the VNIIZhT spe- 
onduct research on the problem, they were 
based on an abrupt transition from a critical shortage to a 
irge surplus in the railcar fleet. It did not turn out to be so 
to adapt to the new situation. But the continuing 
Ine in transportation services 1s leading to a further 
r surplus. Under the conditions of 


Ciausts to 


simple 
r 
increase in the freight 
rising inflation and nonpayments, it 1s more and more 
difficult tor the Ministry of Ratlways to maintain them tn 


mou iy) iti t 


lo emphasize the need to decentralize the railcar fleet. the 
VNIIZhT referred to experience in the United States 
length of the system, the 
es involved, the freight handling, freight turnover. 
ind s forth ay 
iilroads. But there 


r yiroads and private 


where the basic parameters 
similar in many respects to Russia’s 
the entire fleet 1s the property of the 
enterprises, and the railcar owners 
the expenses for their maintenance and repair. A 
million raticars of 
mmon fleet of the United States. Canada, and 


} | 5 
necial automated system follows the - 


Mex | are no problems with redistribution, and 
eping has been organized at a high level 
But al , { the last condition which probably will 


to be a bottleneck for the Russian ratlroads in 
Though according to VNIIZhT calcula- 


to “their” rathroad and the average 


vail pair will increase substantially. How- 
taking into account the undeveloped state of our 

lat tems and the lack of proper control over 
transfer of railcars at junctions between ratlroads. and 

V. Gorbunovy said, the gain from the innovation 1s 


j itt } it as far ais the losses ire cone erned the \ 
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are obvious. This includes losses in average train weight 
and locomotive productivity (because of the empty run), 
which leads to higher operating expenses 


All the same, let us return again to the situation that has 
taken shape now. The MPS ts not in a position to buy new 
railcars in the quantity needed now. The railroads owe 
huge sums for previous deliveries and repair of freight 
cars. Taking into account the deterioration of rolling stock, 
it has not been ruled out that there may be a substantial 
shortage of rolling stock by the end of the decade, if the 
country finally begins to emerge from the crisis, of course. 


At the same time, according to information from the 
Railcars Main Administration, there are about 110,000 
inoperative railcars in the system every day, and as strange 
as it seems, this figure is not decreasing. Al*hough last year 
635,000 railcars were restoreu by all types of repair! The 
clearly abnormal situation 1s forcing us to look not only for 
a solution to reduce operating expenditures today, but so 
that we do not end up where we were before if the freight 
flow begins to increase 


| do not know who my neighbors were, but by the end of 
the session, when it had become completely obvious that 
the prepared version for assigning railcars to the railroads 
would not be adopted, an interesting dialogue took place 
between them 


“Actually, they proposed a division for one purpose: to 
assign a place of repair for each railcar.” 


“But they divided among the CIS administrations, you 
know, and hasically only Russia and Belarus are per- 
forming the repatr.” 


“Not at all—others are creeping in little by little, although 
| agree that a great deal depends on how the commanders 
of independent railroads make use of their levers of 
influence 


Aline same, a (anisport wo ker is still .n command of the 
railcar; railcars administration employees essentially are 
not the proprietors, and with our level of responsibiltiy 
and discipline in that administration, there will not be 


any' 


The question automatically arises: did anything of value 
come out of the discussion that took place? 


ves, of considerable value. It defined 
the specific range of problems which must be resolved in 
order to put economic levers into use for efficient opera- 
tion of the current system or a new system, as A. Kon- 
dratenko put it. First of all, we need a balance inventory of 
the railcar tleet by car numbers. In the event that there ts 
roads, the financing procedure will 
have to be changed. The principles involved 1n the division 
And so forth 


also must he 1 lined mort Sp 


We can firmly say 


a division among rai 


( fic ally 


It is regrettable only 1f the main potnt ts shifted impercep- 
ynd place after all these technical problems: will 
the railcar have an owner, all the same? Whoever receives 
ym its operation will take care of it. Not because 
has an interest in its 


trbly 1O Set 


income ir 
of an order to di t because he 


Pood WOTKINGE OT | 
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Perhaps those who have said that an inspector should be 
the railcar owner are right? Yes, they are the ones who 
know “the subject” like no one else and could take care of 
it. But this “trifle” is needed for that: they must be given 
the right to determine what happens to it, and neither the 
station chief, nor the chief of the railcars service, nor even 
the one in charge of the main administration would be able 
to countermand their decision! 


I ask myself: what kind of status and professional level 
should they have then? And I respond that this 1s probably 
the most complicated of all the questions. But we will have 
to answer it anyway. If not today, then tomorrow. 


Railway Safety Efforts Viewed 
944E.0745B Moscow GUDOK in Russian 14 Apr 94 p 2 


[Kemerovo Railroad safety inspection by deputy minis- 
ter’s commission reported by GUDOK corespondent N. 
Domozhirov: “The Inspectors’ Landing Party”’] 


{ Text] In the last 10 days of March, A. Koryachkin, chief of 
the Kemerovo Railroad, signed an order in accordance with 
the results of a traffic safety inspection. It was conducted by 
a group of specialists headed by Russian Deputy Minister of 
Railways Yu. Gerasimov 


I will stipulate right away that the inspection had been 
planned, and at first glance, nothing had foreshadowed any 
partic’ lar trouble. After all, according to results of work in 
the preceding quarter, the ministry collegium and the trade 
union central committee had awarded the Kemerovo Rail- 
road first place in the system, providing it with a monetary 
bonus as incentive. But overall evaluation of economic 
activity in a specific period is one thing and meticulous 
analysis of one aspect of the production process is a 
completely different matter. 


But the point is not in the method of inspection, of course. 
Serious miscalculations in safety matiers were aciuaily 
made on the Kemerovo Railroad. The commission 
checking implementation of Order No. 1Ts of 8 January 
1994 issued by the minister of railways “On measures to 
provide for traffic safety in railroad transport” came to the 
conclusion: this important work has deteriorated on the 
Kemerovo Railroad in recent years, resulting in a number 
of wrecks and accidents and an increase in the number of 
cases involving defective items. The managers of certain 
subunits began to embellish their reporting instead of 
increasing their demands on subordinates and themselves. 
In particular, more than 10 (') cases of rolling stock 
derailment and collisions during switching were not taken 
into account in a 2-month period this year at the 
Kemerovo-Sortirovochnoye station. 


In the 37-page formal document on the 3-week inspection 
compiled by B. Bogomolov, S. Nikishin, and A. Svetozar- 
skiy, the chief inspectors of the TsRB [possibly: Central 
Inspection Bureau], the main cause of all the violations 
was a decline in labor and performance discipline, as well 
as the reduced demand for it. For example, 269 persons 
were absent from work in the Kemerovo Subdivision last 
year, but only 66 were fired for absenteeism. In the Topki 
Subdivision, the number of absentees during the same 
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period increased by 1.5 times as many, but fewer persons 
were dismissed than in the previous year, 1992. 


The commission revealed numerous cases 1n which disci- 
plinary misdemeanors were not investigated expeditiously. 
After this, we should not be surprised by the irresponsi- 
bility of ordinary production workers. 


There is no reason to list the negative facts which 
appeared in the inspection document, for they have 
already been given a principled and quite strict assess- 
ment. I will dwell on the analysis conducted by Deputy 
Minister Yu. Gerasimov. 


The impartial discussion which took up an entire work day 
proved to be instructive and certainly will be of value to 
production commanders. Regardless of the persuasiveness 
of the commission’s criticism, not all the railroad’s subdi- 
vision managers were imbued with personal responsibility 
for the s-fety conditions. Some attempted to turn the 
discussion into a calm channel, as if nothing serious had 
taken place. Others were inclined to place the blame on 
miscalculations by someone else, but not on themselves. 
As an example, this position was taken by V. Avdonin, 
chief of the Kemerovo-Sortirovochnoye station, who “sub- 
stituted” employees of the railroad’s inspection service 
who allegedly interpret individual violations arbitrarily. 
They hold a similar point of view in the Novokuznetsk 
Div:sion, where they sometimes describe the escape of 
railcars during switching in milder terms than they should. 


What can be said in this regard? In fact, there are certain 
contradictions between the normative documents and 
directives from sector headquarters. But they are not 
sufficiently important to be covered up. The striving to 
escape personal responsibility at any price to smooth over 
the contradictions in this situation was so inappropriate 
that the deputy minister removed A. Avdonin as station 


manacer nn the cnnt 
of ed = bee . * 44% Jp. 


It seemed to me that this was the culminating moment of 
the analysis, which was ‘vpical of the tense situation. 
Though several days afterward, through the railroad man- 
agement’s intercession, the dismissed employee was given 
the chance to put his place of work in order and to correct 
the procedure in working with categorized and hazardous 
freight from chemical enterprises in Kemerovo, for which 
Avdonin had been criticized. 


All services without exception were sharply criticized. | 
will name one of the most important ones—the lines 
service. Last year, passenger train No. 178 from Kislo- 
vodsk to Novokuznetsk was wrecked, railcars were 
derailed six times while they were in trains and 54 times 
during switching, all the fault of employees. Safety condi- 
tions were especially poor in the Topki, Kemerovo, and 
Polosukhinsk line subdivisions, which accounted for 
nearly half of the defective equipment in the 12 subdivi- 
sions of the lines service. 


During the course of comments by the main administra- 
tion commission, a question was raised repeatediy about 
the unsatisfactory view held by the lines service and its 
subdivisions toward the directive of 18 March 1993 “On 


te. 








4 


ihe introduction of permanent altern 
neering structures.” In conformity wi 
was planned to add 240 line inspectors 
ranks of the best trained linemen, Ho 
year iater, the ministry's directive | 
impimentec, which has substantially re 
had been planned 


Cf course, it is more complicated to res 
line personnel under conditions in Sibi 
with a favorable climate. The fact 
ndustrial Kuzbass have a wide choi 
locations has a negative effect as well 
should not relax the lines suprvisors, | 
bent on them to work more diligs 


training 


The railcars service was the only one w 
equipment breakdowns increased at a 
1993. they included the following may 
in axle journals, wheels, and truck sx 
tion of trains for a run shows practical! 
and flagrant violations of the rules 

repairing automatic brakes and autom: 
ment. In the wheel and roller bear: eg ' 
dure 18 not being followed, and assemb 
bearing boxes 1s performed manually 

have not been corrected for a long per 
ommission proposed that the chief o 
lorce the service § management with 


reason 
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ihe Armenman wde. Evidence of thie 8 the largeacan 
llenaive of Armenian armed tornations the length of ibe 
front, which has once again caused numerous casualties on 


hoth sides Liatortunately, all this 1s happening if a period 


vhen a meeting of the heads of state of the CTS had been 
cheduled in Moscow and agreements had beer reached on 
1) Meeting of the speakers of Averhanan and Armenia in 
i hee 


We Arerhananin, Russians. Ukrainians, Belarusians, Lev 
gin, Tatar lews, and representatives of other nations 

sticorealitec ind ethnic groups have lived together on 
Averbanan: soul for centuries Our socety was formed in 
the wake of “Wioody January when, at the call of then 
iris, a group of Russian-spesking Baku inhabitants went 


io Moscow to tell the truth about the e- ents of 20 January 
a when the Sowet Army wae Come ted tie Baku and 
many totally innocent people died Tt was necessary then 
mitinow, to combat a news blockade and well-conceived 
freind ition concerning events occurring in Averbaijan 
We are counting uu, as the leader of the parhament of 
Russia. endeavoring to contribute to a peaceful settlement 
f interethnic conflict 
Nagorny) Karabakh, over which the undeclared war that 
has been foisted on us began, 1 primordial land of Aver 


hauan. where the Armenman and Averbayan peoples had 
for eevera entunes lived in peace and harmony The 

spontiniity for the metigation of the war les wholly with 
: smal! group of people in Armenia and outside, who have 
single-mindedly set the two peoples against cach other 
for the purpose of annexing to Armenia primordially 


This war has already borne away thousands of lives in both 
ublics More than 200.000 Averbauanis living in 
Armen have been driven out of thei native parts and 
have become refugees. Over 20 percent of the territory of 
the republic. far bevond Nagornyy Karabakh included, has 

mw been captured Many villages and towns, cultural 
monuments. and industnal and agricultural enterprises 
have heen dest roved ynd more than | millon Arerbanuanis 
ave become refupees. It 6 cia years now that the war has 


nen if eh nm ihe territory of Our republi 


The lLinvtied Nathons the Secunty Counc! and the (CM } 
Minsk Crrounp have rem atedly adored omective decimons 
periaining | i} peacetu eettlement of the conflict. bul the 
ong-awatted peace has yet to ensue. On the contrary 
ombat operations on the part of the Armenian armed 
formations have been resumed time and gain, blood has 
been shed once again. and increasingly new areas of 


Averbauan have been captured 


G.A. Alivev, president of Azerbaijan, appealed recently on 
republi. television to the people of Nagornyys Karabakh 
the neonls i Armensw. and to the world community 

illing for an end to the totally needless war, the liberation 
e captured territones, and the return of the refugees to 
homes. and asked Russia and other states to 


ninibute to the establishment of peace 
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Addressing the deputies of the State Duma of the Russian 
Federation. we are firmly convinced tha ie highest 
authority of democratic Russia will analyze | situation 
in depih and study the roots of the conflict, aspiring to a 
wise and objective examination of the Karabakh problem 
and prevent damage to the legitimate interests of the 


Averbanani peopl 


Adopted at an enlarged session of the board of the Concord 
if public 
Averbaian 


Society for Solidarity With ‘he Peoples of 


Haku it April 1904 


ADSP Chairman Addresses Founding Congress 


O44K 11414 Raku GUNAY in Russian ip, Ye pp i, f 


[Report of Makhmud Mamedov, chairman of the orga 
nizing committee, at constituent congress of the ADSP on 
4 April 1904 
Wealth | 


Equality Not in Poverty But Equality in 


[Text] Esteemed Delegates and Guests of the Congress’ 


This 16 a notable day for us. The constituent congress of the 
Averbauan Democratic Property Owners’ Party [ADSP| 


has begun 


As of today one more political organization enters the 
social and political life of Azerbauan. We are aware of how 
difficult and responsible and at the same time honorable a 
mission we are undertaking. We are firmly convinced that 
as a result of our activity thes day will be an important 
landmark in the history of sovereign Azerbainan. But 
serious efforts, the concentration of intellectual potential 
and the assertiveness of all members of the party will be 
needed for this 


At this moment the situation in the republic is extraord: 
narily complex. The economic, political, and spiritual 
crisis. a ruthless war, which has lasted six years now, the 
loss of thousands of young men and women in the struggle 
to liberate our land, over a million refugees forced to leave 
their native parts—all this 1s the reality of our present-day 
life. Various political forces have come to power in recent 
years in Averbanan and have attempted to extricate the 
these attempts 
have produced no results, and the crisis, intensifying all the 
while. has assumed wide-ranging proportions. We value 
the activity of the forces that contributed to the elimina 
tion of totalitarianism in Azerbayan and to the enhance 
ment of the role of national self-awareness. Bul we would 
like to note that the tome has now come for people who are 
creators far removed from destructive activity and slogan 
mongering. [he penod of revolutions is over, the time has 
ome for new thinking and fundamental transformations 


country from the crises” Unfortunately 


The populism of pas’ years must give way to profession 
alism and specific constructive activity. Proceeding from 
the urgency of new ideas for our republic, we deemed 
necessary the creation of the Azerbauan Democratic Prop 
erty Owners’ Party. There can be no doubt that our society 
can be rescued from the present grim situation only by 
people in possession of the new way of thinking. The future 


of Azerbanuan will depend on the extent jo which the idea 
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of enterprise is realized. We are tor this reason laying the 
foundations of a party far removed from any radicaliem 
society by 


and extremes and intent on developing 


purposive relormns 


What do we mean when we speak of new ideas and 
relations, of new policies’ lhe anewer to this question May 
be gleaned from the very name of the party. The definition 
syvmbolives the 


Averbaian partys devotion to th 


fatherland and its sovereignty, The party will operate uv 
Azerbaijan and in the name of Azerbaijan. It will be based 


on the ideas of civiciem 


The word “Democratic” in the name of the party 18 also of 
great symbolic meaning. We believe that the majority of 
the current problems have been engendered by the fact that 
we have failed to reveal to the proper extent the very 
concept of “democra Democracy 4 not anarchy. not 
arbitrariness. It 1s the supremacy of the law over the state 
over the citizens, over political forces. Democracy 1s the 
political power of the people. A multiparty system and 


freedom of speech are its main atinibutes 


The supremacy of the law is a basic principle of ow 
activity, And it 18 essential for this reason to replace with a 
new one the current constitution, which reflects the prin 
ciples of the basic law of the Soviet period and which has 
undergone no fundamental revision 


The concept of a party of “Property Owners’ reflects the 
directions of its activity. In our opinion, a property owner 
is NOt simply an Owner of property and an estate bul the 
true master of them, as, equally, of his knowledge, capa 
lites. and intellect. In this sense each citizen of Averha 
yan should be a property owner. And it 1s in this direction 
that our party will undertake wide-ranging activity. The 
ADSP will propagandize new ideas and a new attitude 
toward the means of production and property and the need 
for enterprise and proprietorship for society under the 
conditions of the market economy. And the entrepreneur 
will be preoccupied by a single goal, a single desire 

manutacturing a product that 1s competitive, conforms to 
world standards, and corresponds to public requirements 
Success in the market economy will in the majority of cases 
depend on man’s creative, constructive capabilities and 
entrepreneurial experience. For this reason the “enter 


prise’ and “property concepts could consolidate all 


citrvens, all strata of society 


We wish to see as property owners and masters the worke 
ADSP will 


create all the conditions for the conversion of enterprises 


and the peasant and the professional. The 


into stock companies, the distribution of the shares among 
the workers free of charge. and their enlistment in 


entrepreneurial activity in this way 


The main task for us at the present time 1s not a struggle for 
power but the concentration of the entire potential for the 
extrication of the republic from the present profound state 
of crisis. The economic situation in the republic is ver 
grim at this time. In Azerbaiuan, with its generous natural 
resources, splendid climate, and enormous production 


resources, the living standard of the people 1s declining by 
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the day and the social protection of the ciizens is deter 
In 1993 this 
'7.5 peroent of that of the previous 


orating. National income is falling rapidly 
indicator constituted 
vear. Twenty-five percent less basic indusinal commodi 
tres were manufactured than the year before. Inflation is 
rising, and compared wiih 1992 the issue of money by th 
National Bank increased by a factor of more than 29.6 an 
continues to grow. The production of all types of industrial 
and agricultural commodities continues, in fact, to fall 
The main reason for this is the severance of economic ties 
io the republics of the former Union 


Hult the state of crism in which the economy has found 
itself has a number of subjective factors also. Thus 
although the Averbayan Republic has acquired political 
independence and become a full member of the interna 
tional community. its economic independ-nce is still 


under senous threat 


(hur republic has opted for the market economy path 
which 1 characteristic of the majority of the world’s 
developed countries and based on economic logic. But the 
measures pertaining to the adoption and engagement of a 
new economic mechanism are only being implemented 
slowly, the mechanism of the former economic system 
now in its death throes, continues to operate, Owing to the 
counteraction of many highly placed retrograde persons 
everything, perhaps, going back to 
transition to the market economy 1s 
being impeded and artificial barriers are being erected 
The failure to adopt the corresponding laws on the market 
economy, the absence of a working mechanism for some 
laws which have been adopted, but which exist merely on 
paper, and the activity of state and executive authorities 
not brought into line with the new conditions are graphic 


testimony to this 


cherishing a dream of 


what it once was 


In sum, economic destabilization has reached the point at 
which the economy has become the main factor of political 
instability. The indifference to the fate of the economn 
reforms and to the transition to market relations regulated 
by law represent a serious threat to the sovereignty of 
Averbaijan. An acceleration of the reforms and the elimi 
4 the asystemic approach in the shaping of the 
market economy are essential, therefore. The solution lies 

the speediest establishment of the economic system 
proven by world practice. This means 


nation 


denationalization of the economy 

privatization 

the development of enterprise 

formation of the market and market infrastructure 


the use of progressive methods in the creation of 
business relations 


the elimination of administrative-command methods 
ontradicting the market economy 


price liberalization based on the evolved supply and 
demand ratios 
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ihe correct pursuit of financial, credit, and monetary 
policy 


refinement of the customs and tan systens: 


an alleviation of the difficulties of the transition to the 
market economy by way of the creation of a system of 
guaranteed social protection 


The enumerated comprehensive measures encompass 
three stages: a halt to the decline in production, an 
imiediate transition to the market economy, and provi 
sion for the development and protection of this system. A 
halt to the decline in production is connected with dena 
ionalivation and the implementation of an anticrisis 
policy. Unfortunately, privatization and fulfillment of the 
conditions of the transitional period are being undertaken 
extremely inadequately, and an economic structure 
adapted to the new realities is not being created. For this 
reason many state-owned enterprises of the republic are 
standing idle. And this, in turn, 1s causing a decline in 
production, a shortage of goods, unemployment, a deter 
oration in the well-being of the public, and a disruption of 
normal monetary circulation. Privatization should be 
effected in the quickest way possible, it being necessary 
first and foremost to privatize facilities of trade, public 
catering, consumer services, and small production 
enterprises 


Fundamental reforms are needed tn the financial, banking, 
and customs systems and in the sphere of foreign economic 
relations. The absence of the former in these spheres is 
impeding the transition to a market system, hampering 1 
halt to the fall in production, and causing increased 
inflation 


The state's financial policy is still being implemented by 
the former bureaucratic methods 


This applies particularly to the work of the state banks 
The activity, or rather inactivity, of the National Bank, 
which has become a stumbling block in the way of the 
development of enterprise and the formation of a market 
economy, 1s bewildering 


Speaking of the obstacles put in the way of the activity of 
private structures and entrepreneurs, mention has to be 
made of the flaw in the customs and tax systems. The red 
tape, relapses into bureaucratism in the customs system, 
and the high customs duty are by no means serving to 
develop the market economy and enterprise 


The party believes that it is necessary to elaborate and 
adopt new laws aimed at the democratization of the said 
spheres and to remove the shortcomings in them as quickly 
as possible 


The lagging of the agrarian reforms in the republic and the 
fact that a number of the adopted laws and decisions are 
not working are accelerating by the day the slump that has 
encompassed agriculture. It 1s more than two years now 
since the draft Land Reform Act was published, but it has 
yet to be adopted. The indifferent attitude toward the great 
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public property—our land—and inefficient and negligent 
land tenure have caused the erosuon of over 600.000 
hectares of land 


Insuperable barriers have been erected between the land 
and the peasant. Hollow speeches concerning its lease and 
the creation of private farms are heard from time to time 
bul not even the minimum of the conditions necessary for 
this are being created. The peasant and, ultimately, the 
people are sullering 


The party deems essential the privatization of the land and 
its unconditional trans{cr to those who cultivate it. Every 
peasant should be the master of his land and foster in his 
children the feeling of a proprietary attitude toward it 
Whence the conclusion: It is necessary to restore historical 
justice, give back to the peasant the land, which was taken 
away from him 70 years ago essentially in the guise of 
nationalization, and thereby restore it to its rightful owner 
But the intolerable procrastination over the reforms is 
leading to the loss of agriculture’s material and technical 
resources. In the past three years alone there has been a 
steep decline in the numbers of livestock on the kolkhozes 
and sovkhozes, and tne indicators of yield and 
productivity have fallen two- and threefold 


The harvests of cereals, cotton, vegetables, grapes, and 
other agricultural roducts are declining rapidly. Confir 
mation of this may be seen in the example of Shamakhin 
skiy and Dzhalilabadskiy districts. The grape harvests in 
Shamakhinskiy District fell from 243,000 tonnes to 6 
tonnes, and in Dehalalabadskiy, from 250,000 tonnes to 
10 tonnes’ Are these not terrifying facts?! Can Azerbaijan 
be extricated from the economic crisis by such misman 
agement’ Of course not. No sector of agriculture is oper 
ating profitably. The bankruptcy of the kolkhozes and 
sovkhozes 1s on the doorstep. Agriculture remains the most 
laborious part of the economy, the pay in it 1s the lowest 
and the peasantry is the most socially unprotected stratum 
of our society. To emerge from the crisis we need first and 
foremost to seek the development of peasant enterprise 


Among the congress delegates there are many peasants 
who encounter daily the difficulties and problems con 
nected with enterprise. Their speeches and proposals wil! 
be taken into consideration and will help refine our further 
activity 


We are drawing up specific proposals connected with a 
resolution of the above-mentioned economic problems 
with regard to the transition to a market economy and the 
development of enterprise, and this package of proposals 
will be presented to the government within the next few 
days 


Attaching great significance to science and education, the 
ADSP considers a solution of the problems in this sphere a 
most important task. We will contribute to an improve. 
ment in the material and technical resources of science and 
an improvement in scientists’ work conditions and a rise in 
their living standard and thereby stimulate the develop 
ment and progress of all sectors of the republic's economy 
For an economy deprived of new scientitic achievernents 1s 
incapable of producing effective results 
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The party believes that for the accomplishment of th 
impending tasks in the penod of transition to a market 
economy there will be a need for personne! tiat hav 
attended a school of private enterprise. A certain amount 
of work has been performed in this sphere in the republi 
and dozens of institutes and centers of education have 
been created. Bul instead of ensuring conditions stimu 
lating the activity of these private centers of tramine and 
introducing the young people he ing taught there to world 


science, they are being subjected to groundless pressure 


We believe that a state that has announced a transition to 
a market economy should not be demonstrating biased 
selectiveness but displaying concern also for this 
educational system, which 1s new in the life of / verhanan 


Each member of the party should know that a society that 
is indifferent toward science and education is poor 
both materially and spiritually, We will aspire to the 
cooperation of scientists and entrepreneurs and to the 
implementation of their specific developments 


The ADSP, appreciating on its merits the important role of 
culture and art in an enhancement of the living standard of 
the people, will contribute to the extrication from crisis of 
cultural institutions, whose physical resources have in 
recent years been undermined appreciably. Facilitate 
increased attention to figures of culture and art of the 
republic and to the creation of the necessary conditions for 
their creativity. We must revive the traditions of such 
patrons of the arts as Hayy Zeynalabdin Tagivey and Musa 
Nagiyev and we shall call on all entrepreneurs and business 
people to take specific steps in this field 


Our party will perform a great deal of work on the 
protection of monuments of culture and art and also on the 
return of our national treasures taken overseas 


Azerbaijan 1s a multinational country. Representatives of 
various nationalities have lived on its territory as good 
neighbors of the Azerbaiuani people for many centuries 
The ADSP urges protection of the rights of the national 
minorities and ethnic groups and a solicitous attitude 


toward their customs, traditions, and language 


The ADSP is for the mutual noninterference of religion 
and the state in each other's affairs. By virtue of the fact 
that the ancient culture of our people 's closely linked with 
the Islamic religion, the party will exert efforts for the 
affirmation of a respectful attitude toward this religion and 
contribute to the study at the proper level of religious 
sources, the opening of religious schools, and the restora 
tion of the mosques. The party will display respect for 
other religions also and adopt a solicitous attitude toward 
their religious structures. The ADSP considers religious 
intolerance impermissible 


\ legal basis for preferential conditions of the use of 
economic factors in health care, specifically, ine chan 
neling of capital from the private sector to this sphere, is a 
command of the times. A transition to health care for 
which a partial charge 1s made and the insurance medicine 
connected with it would undoubtedly bring our health care 


into line with today’s economic system. The party believes 
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ihat the treatment and improvement of medical services 
Teh person who have heer wounded and maimed i) 
lighting to liberate our land should be the most important 


iask of today 6 health car 


We will endeavor to direct our domestic policy toward 
social assistance to the population, Needy families 
ithe uding ihe tamies of retugee' nar ihe Sandi 
capped participants in the wa diaree families 
will sense our concern 

Speaking of social protection of | population, | would 
ike to mention particulat 1 neglected state of housing 
conetructiofs mcd transp 1 ervices the republic 
The profound isis of the econon being reflected 
increasingly palpal nN ihis spre 

The steep d R t in recent years 
has engendered pa iy Strain in the satisfaction of the 
publi ‘ ising (J eri his 18 explained by the 
fact that approximat millon of our compatriots have 
TTT. , \rmenian aggression been forced 
to abandon thet il parts and make their home tn 
tents, host nat hools and other nonresiden 


ired into Baku. where 


onnection 


housing construction in the 


- 
=_ 
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epublic, ine ADSP will endeavor to make full use in this 
sphere of the forces both of the state and the business 
world. It 1s necessary to this end to create the conditions 
for the entrepreneurs, allocate them the necessary plots of 


land. and make credit available to them 


We will at the same time operate actively in the direction 
yt an improvement in mass transit services and the 
emova t thy pr shy perme that exist in this sphere 

hiessness is one of the 
ADSP 


further cle velopment of ents rprise the 


lhe extent of 


main probleme greatiy w 


employment and jo 
rying us today The 
heley es that the 
emergence of new production divisions particularly, would 


signa y turni? y pon in thie reco) mion et this problem 


| would at the same time like to mention that the unem 
ploved. as a reality of our presen life, must receive 

stance and sense concern not only on the part of our 
business people but of the state a's 


We intend to display particular concern for the yvouth and 


1d0 ent The defense of ther rignts ind assurance of all 
ihe necessary cCONndITIONS so that ney mig | he ome worthy 
memher« 5) mir oc} Tek! will a wal : hy if the enter of the 
ttention of the ADSP 

| would like to make particular mention of one further 


problem. The lessening of concern for our future children 

idequate teaching and educational! work with them, and 
the inattention to them. This was undertaken more or less 
n the bygone Soviet period by, aside from the family, such 
pub rganizations as pioneer and Communist Youth 
l cag groups and clubs. The ADSP believes that it is 


rease the attention naic to children on the 
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part of the state and to prepare and implement compre 
hensive measures in this sphere, We will make use of all 
our opportunities in this cause 


The ADSP believes that a primary and sacred task cur 
rently confronting the whole Azerbaijani people and the 
state is the liberation of our land from the Armenian 
occupie;nrs 


Thousands of heroic sons and daughters of the Azerbaijani 
people have been wounded and maimed in battle and have 
died the death of the brave in this struggle. Today also the 
sons and daughters of our people are lighting heroically for 
their native land and wholeheartedly believe in the victory 
of the just cause. At the same time we are seriously 
alarmed by the fact that the state cannot secure 
fundamental changes in this sector and that the current 
shortcomings are not being eliminated in timely fashion 


We believe that the leaders of the Azerbaijan state should 
create an army in which strict discipline rules and mobilize 
the people in the name of victory over the accursed enemy 
Our party would render all possible assistance here. It ts 
our profound belief that at a fateful time for Azerbayan all 
political forces should unite in the struggle against the 
Armenian aggressors 


The ADSP believes that the machinery of state should 
primarily be perfected and restructured on democratic 
principles, an executive mechanism conforming to the 
requirements of the market economy created, and the 
bureaucratism and red tape hampering our development 
removed for the accomplishment of the set goals and tasks 
And the legislature, executive, and judiciary should prima 
rily for this be delineated ‘ulls 


We believe that the National Assembly does not represent 
the people to the full extent and has exhausted its historical 
mission. It 1s necessary, therefore, having secured stability 
in the republic as quickly as possible, to hold new elections 
to the supreme legislative bods 


Persons who put the interests of the people above personal 
interests, who would serve to build a strong state, and who 
are capable of independent decisionmaring should be 
represented in parliament 


The executive should be formed from »xeople who are 
creative, businesslike, just, and humane, who possess the 
new thinking, and who are capable of engaging in politics 
at the level of today’s requirements 


The supremacy of the law and an understanding of the 
irreversibility of progress along the path of the market 
economy should be the main yardstick in the activity of the 
executive. We will strive for the restructuring of the 
executive authorities in accordance with these demands 
an improvement in their structure, and the abolition of 
duplicative components 


It is necessary to carry out fundamental reforms in the 
administrative authorities and form the judiciary as the 
third branch of power in the true meaning of the word and 
ensure its complete independence 
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Each citizen of the republic, regardless of the position h 
holds, should have the mght to appeal to the judicial 


authorities with a demand for the restoration of is 
violated rights 


The law must not allow the groundless interference of the 
police and procuracy authorities in the activity of the 
private sector, It is necessary to clamp down on all factors 
leading to bribery, corruption, and arbitrary action in the 
administrative authorities 


The ADSP believes that the successful accomplishment of 
the impending tasks and the correct management of per 
sonnel policy are very important. In all areas, personne! 
need to be chosen only in accordance with businesslike and 
professional qualities. Unfortunately, these criteria were 
for many years disregarded in the selection of personne! 
which permitted the principles of nepotism and personal 
devotion to come to the fore 


4S a resull positions in the managerial structures went to 
incompetent people devoid, at times, of the necessary 
moral qualities, which, as a whole, damaged the common 
interests of the Azerbaijani people and harmed the princi 
ples of its statehood 


The ADSP emphatically condemns the selection of per 
sonnel for directive positions in accordance with farmutly 
and protectionist criteria and notes the impermissibility of 
this approach 


The party's activity in the field of foreign policy shal! be 
based on international rules of law, the UN Charter, the 
principles generally accepted in the international commu 
nity, and the constitution and the laws of the Azerbaijani 
state 


Taking as a basis national interests and statehood, the 
international activity of Azerbaiyan should serve peace 
security, and mutually beneficial cooperation. The party 
deems essential the creation of direct diplomatic relations 
with states of the world and supports the territorial integ- 
rity and sanctity of the borders of all countries, their 
noninterference in one another's internal affairs, coopera 
tion and peaceful coexistence, and the solution of all 
conflicts within the framework of international rules of law 
exclusively by way of negotiations. It proceeds from the 
provisions of UN documents defending human rights and 
liberties 


The ADSP will endeavor to create close ties to overseas 
parties of a democratic persuasion and will broaden 
all-around cooperation with them in the interests of 
Azerbaijan 


In the sphere of economic reform the ADSP will strive to 
ensure that the experience of the world’s progressive 
countries be studied and applied in Azerbaijan and will 
create closer contacts with Azerbaijani businessmen living 
abroad 


The party will facilitate the establishment of relations with 
all Azerbaijanis who live outside of the republic and also 
with the societies that unite them, support their activity in 
the interests of Azerbaijan, and contribute to the creation 
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and development of the Avzerbayant diaspora in foreign 
counines, We call on other parties also to join in this 
initiative, We believe that there is now an even greater 
need for Azerbaijan to convey to the world community the 
voice of truth in the defense of its land 


Together with bilateral relations in foreign policy the party 
notes the significance for the Azerbaijani state of multilat- 
eral relations, particularly the need for cooperation with 
regional and international organizations, and believes that 
it 18 necessary to take advantage of their strength and 
authority to have Armenia, which has occupied land of 
\verbayan, recognized as the aggressor 


Estcemed delegates and guests of the congress! 


\s a result of the purposive activity of the organizing 
committee of the ADSP action groups have in a short 
space of time been formed in 23 districts of Azerbaijan 
This process is continuing rapidly, and the number of the 
party's supporters is growing by the day. This is reason for 
us to conclude that the ADSP will shortly be a most 
authoritative party of the republic 


The draft program and rules of . ye party will be pres*nted 
to you today. Your proposals, complaints, and criticisms 
will help perfect these documents 


Ours 1s a democratic, parliamentary-type party. Members 
of the party will work in a creative atmosphere affording 
an opportunity for a display of initiative. Granted all this, 
there must be discipline in the party. Our principle is 
discussion of the party's decisions until they have been 
adopted. An adopted decision is law for al! party members 
The party will defend the interests of each of its members 
And they, in turn, are called upon to strive to enhance the 
party's prestige by their activity 


In view of the fact that ours is a constituent congress, we 
have not made it our purpose to express in the report our 
attitude toward all areas of the party's activity 


The directive party authorities, which will be elected 
today. will together with the organizations being formed in 
the regions involve themselves in an improvement of the 
party's strategy and tactics at the current stage 


We entrepreneurs must show graphically the benefit of our 
activity, implementing our ideas and striving for actual 
achievements 


In the Soviet period the people's consciousness was pot- 
soned by malicious communist propagarda to the effect 
that enterprising people are exploiters profiting at the 
people's expense, that they are to blame for the poor life of 
society, and that they are building their prosperity on the 
misfortunes of poor people. The useful work and noble 
accomplishments of creative, active entrepreneurs, who 
themselves knew how to live and afforded the people an 
opportunity to work and earn, were slandered. Back at the 
Start of the century forces of occupation under the banner 
of revolution wiped out the genuine entrepreneurs and did 
unprecedented damage to the spirituality and economy of 
Azerbaijan. Thus was the principle of general ruin and the 
equalization of all in poverty realized 
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iKitovani| There 400.000) ( ommmuniets in Creare 
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Decree on Moner. ( redit Policy 






44h Bi. SAR AR TVPLAIS RESPURLIAA 
rr tee reign Var Vd f ’ 
Repulls i (seorge Decree wened by (reorgian Parla 


ment Speaker Vakhteng (roguaedre “Creorgiar Parhament 


Derree on the Haws Directeons of the Llaifihed Monetary 
' tedit Po *_ f the BR eprutl x vf (soorgia foot the Piret 
Ouarter of 1994". a0 Gate 

Text) The GCoorgien Parliament decrees 


That the Mead of State « Paect No 240 of 79 Nowerier 
791 “Oe ( ertarn Petreordmmary Meaeures for State Mion 
{ rete Regulatror ite Repulrln of (roorgia her 
of the tanec derectrom of the unified 

ithe Repub» 


etar 
adopted as the baw 
of (corgi 


’ neta reddit [™ 


That the let of erremon of money in the repubiir s 


terre ‘ the fru quarter »f 704 tee ort oft BIR) Pullen 

;» 

That the amount f centrahrved credit resources tc 
reper ei, Republi: yf \,eorgie budert deta os teow the 
firs wearer he eet af iP iriihon coupon and the 
an nt tor oF veding recat te preority sectors of the 
at al economy be eet at 800 billhon coupom. including 
oy) ft upon. | accommodate wring agriculture 
" : a Ata) & mn 4 moplemen’ caring agreements 
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That S faie oF iJ prrcent per annurh i efi OF OPO 
loans appropriated to provide credit for priority sectors of 


the national economy 


That loane within credit emieaion limite for the ax quisition 


of fuel, seed, fertiliver, chemicals and epare parts to carry 
oul epring agricultural work bee granted only to agricultural 
whict have well ordered and 


enierprises accounting 


reporting syeterne and good prospects for paving off loane 


That an appropriate portion of additional profits ottained 
through the iaflatronarn growth of prices of agricultural 
goods he channeled directls through the relevant budgets 


to pay the emreon credits allotted to theese latte: 


4 Thai the National Rank of the Repubin 
rant the wee the 


if Lroorgia her 


given the emireaeor oane currencs 


through the appropriate banks. primarily to pay numbered 
short-term loans to supplying organizations regardien of 


the pay att date of the want 
5, That account be taken of the credit resource needs of the 


. 


republic + natronal economy and that the Natrona Hank be 


authored to auction to etate-commercial and 
hanks 
quarter of 1994 (choepl ior the SO) Pelion 


inte’ by the Mead of State's Padict Noe tf it 


ommercia 


percent of emienon credit pan im the fire 


Oupons stim 


lanuary 1994 


of Minister her 


hanks 16 wee 


6 That the Repubix 
directed t 


of ( poorgia ( ahinet 


adviee wate commercia rect 


resources at their diaporsa primarily the meet the needa of 


ihe natronal economy + Orrorily sector 


| hat the Repulbln of Lroorgia ¢ ahinet i \Wisneeiere the 


National Bank the ministries and depariments take de 


vive stem to ensure implementation of the measures sip 
ulated in the Mead of State + Edict No 24 9 November 
199% and thal the Nathonal Rank report ihe work done 
and the results acheeved to the Croorgian Parliament i 
Apri! of this vear 

. Theat « te noted thal the (atenet of Minster and 
relevant menitrees and departments are dome virtually 


nothing to monitor the ( abinet of Minrters and Natrona 
Rank went therree Wo 575. 04 Iu 99 1 fon the laring 
ihe Coupon of the Natoma! Bank of ihe Repubin ' 


»f Payment ¢ the Terr 


(soorgia the Sole Loge! Moediun 
the Pepubl: 


iw, 


sf (poorer 


That the ( ashunet 
and departments are to wort 


i Mineen and the relevant menretroes 
wrily to enewure eflectine 
mpementatron vf the measures stipulated im the Decree 


and institute an effective monitoring tyeten 


‘ugned) C-eergian Parliament Speaker \ ak btang (-oguadre 


State Tax Imepection Head on Tax ( ollection 
Issues 
PEER TIIGA TFT hilin 


rgian 10 Mar 


SAKARTVELOS RESPURLIKA 


mn tof 44 yr 
t Salardre 


When the Treas kimpoty New 


linterweew with State Tas Inepectoon ( heeft Da 
' Alek 
lan Legrelatior 
pver 


Aslanrah. 


( sce Int bilect placr anc late revi 













PHIN | SR O4048 
id CALC ASLS “ May 1004 


leat) The tewel of tan d@iecipline in & country, attitudes Salaridve| Lavi year the state budget evenue port 
jowerd taxes, and the extent te which tawee are fully was 400 billion coupons As far as posible. the deficit wa 
reported and paid, cometitete an indicator of (hat country » overed by financial emiw at wd various aid 
economic etability, the etrength of ite government, and the ontributions The first quart budeet for ul on 
effectiveness of ite organized system and management | he now ready Revenues will ty on COM neal 
creation of a tas service that te independent or, rather exapendiiures will be | 5 tn an So the defi A 
sulbjent only to the law and free of afl administrative oF he JOD billie pons. There's a bie differes moared 
political pressure ie the aim of a package of laws which with last year AWK) trolls ha i le eat and 
was recentl passed by the Parliament inion in one quart at ear tot nflatwon ha 
i te take wa Peart the if erst 

We ashed State Tax lnepection ( hie Davitt Salartdre to tell ant. Here the slate tax am , 
cout readers about mew features of the tas legislation keeping track of taxpa ad tases and asl , paid 


Hicgraphical chetch. Me wae born in Thiliel in 1947. Be Hlo the budgrt and taking part in forecasting the Hudget 
majored in the law and af various times has worked in (he even 


Proceracy, the courts, and the Internal Affaires Minietry He Aslansal lnduet g| ’ ding the theses 
. : 
has been chief of the State Tas Inepection since September - » of tae i Aves , , sf ne the 
' f : 
199) He t¢ married and hae one child we canto . then 7 - shes , 
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that thie service hat &@ Much more important task to 
perform. and it would be wrong to trivialize those tasks 
ht when ft comes 10 lanes, 1 18 HeORREATY 10 Think about 
an effective separation of the functions in order to make 
laxpayers once and for all understand both their rights and 
their duties with respect to the state and the budget 


|\Aslanishvili] What structural changes have taken place in 
your department in accordance with the new legislation’ 


\Salaridve| New structural mechanisms have been estab 
lished in Thilisi--financial- auditing apparatuses 
equipment Record-keeping 1s being handled in a new way 
We must say frankly that our record-keeping system is stil! 
in the Stone Age We need to install a computer system 
starting with personal computers. Most important, record 
keeping needs to be improved not only in our department 
bul with taapavers as well Without cath registers they will 
simply no longer be able to operate There is already a drafi 
( abinet of Ministers decree by which universal converwon 
io cash registers must take place. We will do the 


RAL nioring 


lAslanishvili| Bul do you physically have that many cash 


registers 


\Salarvive| On that matter the Trade Ministry has a 
relevant proposal Taxpayers will have to buy them. If they 


dont, they won'l be permitted to do business 


\ draft has been prepared for a Mead of State edict on 


measures to improve our service + functions 


iAslanishvili! Batono Davit. there are three kinds of cur 
rency circulating in our republic now—the coupon, the 
Russan ruble. and the U.S. dollar, Th « probably 
ausing you some trouble. Do you think that if we pom the 


ruble zone ut will rectify the entuation’ 


\Salarndze| One thing 6 certain we must do everything to 
What has wrecked the 
coupon is thet anyone can deal how he pleases. As far as 
the ruble 7one 1 concerned, tt depends on what terms they 
offer us. One wavy or another, however. we must have our 
own currency. once the state has the ability to convert the 


preserve the natronal currency 


coupon, it will become song 


|Aslanishvil:| Will the state have that capability mn the near 
future’ Right now we are living on foreign credits 


\Salarxive| That's rghit, we're liwing on foreign credits 
(many people don't even know that these credits were 
obtained thanks to the Head of State's personal authority) 
bul 6 a diagrace—no, it's a disaster——when all kinds of 
people line their pockets with these hard-won credits and 
don't even settle up with the budget for the carnings they 
make with these credits We are checking into things and 
will soon bring them to leht 


[Aslanishvili|] Which brings me to the next question, one 
that has heer bothering the publ x for some ume Tm 
referring to the notorious billions in credits so generously 


issued by the National Bank 


\Salardve! There probably are criminal clements in thes 


hut the ones leeel to blame are those who took oul the 
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loans In all the hullabaloo people forget that if an organi 
falion receives credit and pays off the obligation to the 
sale, 1 ein the fen 


|Aslanishvili) Bul ent ut a betrayal of the national interest 
to grant billions in credits al a rate of 40 percent’ 


|Salaridze) Why call the businessman to account for thiw’ 
We should call the National Bank to account. The bank 
wat supposed to take account of inflation rates, wo don't 
blame the businessman!’ If the: get us involved in checking 
this out, we will only be concerned about their compliance 
with their obligations to the budget But in this sensational 
allair, i seers to me, everyone 6 doing his job bul the 
slate 16 Ol Betting whal it has Coming to i, therefore, | 
repeal, our service needs to get involved 


[Aslanishvili] A lot of organizations and companies are 
requesting to be caempted from taxes and are putting forth 
substantive arguments What measures are vou taking’ 


\Salandze| According to the new legislation. only Parla 
ment has the right to grant exemption This 1s correct: Not 
just anybody can ect involved in cxemption from tases 
Taxpayers must understand that it 1s no use going from 
office to office, they can only appeal to the Parliament 
And | hope Parliament will stand firm 


In short, our empty state treasury needs to be filled. The 
tak service 16 going to do everything it can, as we will show 
by our actions 


Minister Silagadze Views Privatization Problems 
944K 11204 Thilisi SAKARTVELOS RESPURLIKA 
in Georgian 10 Mar 94 p 7 


linterview with State Property Minister Aviandil Sila 
gadze by Oter Khutewhvilh “Where Did the Promised 
Vouchers Disappear To”. date and place not given) 


| Text) The things people say trying to explain the country + 
troubles and ruination’ Some blame it on former comme 
nists who have come to power “Their attempts to beild 
commentem didn't work, now they ve jomped on the market 
economy bandwagon, bul they ve come up empty there aleo ~ 
Others blame the national movements, the leaders of all 
those political parties “These slogencers and populiets 
don't know anything and never will.” Still others blame 
everything on the government “If so-and-so had instituted 
reforms and carried owt privatization soon enough we 
wouldn't be in this fix today.” | was interested in this latter 
and decided to meet with the republic's State Property 
Minister Avtandil Silagadze Our conversation started with 
an unconventional question 


i[Khutershvili] Batono Aviandil, 1 the bickering with vour 
opponents getting you down” 


[Silagad7e| | have to admit | sometimes does Not because 
we have many shortcomings in our work and can’! give ar 
answer (1 never try to conceal anything) bul rather becaux 


our opponents mostly argue with me from populist sent: 
ments and imcompetence—they are + 


iMnocompricnt that 
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sometimes it's ridiculous. For example, consider the sen 
sational “incident in which one tair-sived store of 


Husiaveli Avenue wae sold for 17 dollar 


[Khutemhvili] What really happened” 


, 


|Silagadze| What happened was that last year the Thilis 
Main Administration of State Property 
establishments on Rustaveli Avenue in compliance with all 


wivatived three 


laws and procedures 


One of them was the Mukhura Wine Store (78 squar 
meters) which a labor collective bought for one billion 
coupons (worth | 7.429 dollars at the rate then), Another 
was Footwear Reception Cutiet No | (si square meters) 
which was bought for 688 dollars at the current rate then 
on a competitive bass, by the Mothers and © hildren'’s 
Association. The third establishment was Footwear Recep 
tion Cutiet No 11 (16 square meters) which was bought for 
6.874 dollars by a labor collective. The collective couldn't 
pay that amount by the deadline and the results of the 
auction were annulled Incidentally, it wasnt the space of 
these establishnients that was privatized bul rather the 
leasing rights and the avwets in the stores, and for a period 
ofr iU years 


[Khuteishvili] 'm glad the “| 7-dollar deal” turned out to 
be just a rumor, bul there have been cases where certain 

influential” persons have acquired the people's property 
for peanuts. Last vear in Rustavi, for example, |.2 million 
coupons was enough to buy the Construction Mechaniza 
tron Administration and its machinery and equipment 
Now that amount wouldnt buy you one used tire, let alone 


the machinery 


[Silaged7e|] A number of things need to be clantfied 
regarding that case First of all, that establishment was 
not sold on the basis of our privatization law bul in 
accordance with former all-union laws Therefore. ever 
it our country hadnt had the law on privatization of 
state enterprises, that establishment would still have 
been privatized Second. the leasing agreement stipu 
lated from the beginning the establishment's purchase 
price of |.2 milhon rubles (compare how many tires 
could have been bought at that price then), which was set 
by the book value of fixed assets at that time. Third, the 
payment of the amount started with rubles and ended 
before } August |1993-—-the period in which the ratio of 
the ruble to the coupon was |: 


Let me add that the Ministry has not vel made a fina 
decison at to the privatization of that establishment. Ir 
general we have come up against tig difficulties in 
appraising establishments to be privatized. Al the present 
rate of hypennfiation, it would probably be better to assess 
establishments first on the basis of some hard currency. for 
example US. dollars, and then sell them for coupons at the 
appropriate rate ot eu hanege 


iKhuteishvili] But what about so-called 


thon People have the notion that 


overt privatiza 
a) the indusina 
enterprises, construction establishments. and retai! trade 


and service outlets in the republic are private whed tf 
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that is 60, why do you need a government-approved list of 


eviablishments to be privatized” 


|Silagadve| Untortunately, that notion is not groundless 
There are, in fact, persons who have taken possession of 
some establishment or other and acquired state property 
unlawtully, That, however, 6 nol privatization, it i a 
crime, and anyone who commits it must be punished to the 
full extent of the law. We have studied the problem and 
turned the materials over to the Procuracy to deal with, We 


are going to step up our efforts along these lines 


i/Khuteishvili] People say all the tea factornes and wineries 
have been sold off 


iSilagadve| We in the Minisin 
privatization of the Khon: Tea Factory. which was sold on 


have only registered the 


a competitive basis. If any self-styled owners turn up for 
the others, they will answer to the law. | can say ihe same 
thing about the wineries. except for three or four which 


were leased in previous years with the meht of purchase 
iKhutenshvili] What about the hotels of Thalisi 


iSilagadve| The same as with the tea factories. Only one of 
them—the Achara |Ajaria| Hotel 


iock company, and if other people imitate that there's 


was founded as a joint 


nothing wrong with it. In fact, we welcome it. In all the 


civilized countries, hotels are privately owned 


iKhutenshvili] Batono Avtandil, let me turn once again to 


the government-approved list of establishments to be 


privatized. According to ut. 4.950 establishments were 


supposed to be privatized last year. but the actual number 


did not exceed 90? (18.1 percent), What happened” 


|Silagadre A lot of factore: the prolonged war in Abkhavia 
miernal disarray. the ternble crime etuation. the lack of a 
lemisiative base, and, of course, our mexperence. All of 


these had an impact on privatization, which basically only 
affected retail and consumer outlets In the first stage. of 


course. that was the onentation 


i[Khutenshvili! You have mentioned objective obstacie: to 
privatization. Have any subjective factors been al work as 
well’ 


\Silagadre | (" course there have. Cine maror tactor 4 a 
mistrust of privatization (because it’s such a new thing) 
This may be perfectly natural establishments are being 
removed from higher-level jurisdiction and beginning a 
new, independent life. and this certainly has to influence 
the activities of state structures, their functions and rights 


and duties 


[Khutsishvili] At first many people thought that privatiza 
tion in Georgia ought to take place lightning-fast, by the 
shock therapy” method. But it didn't work, Why 

lt didn't work out because it did not fit our 
Shock therapy 


[Silagad7e 
onditions couldn't have worked for us 
because the privatization law did not call for selling 
property directly to labor collectives and other legal and 
physical persons. That's why the State Privatization Pro 


gram which ens ompassed the second half of 199 md the 
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fivet half of 1991. wae not carned out. The timeframe hast 
heen extended to the end of 1994 


[Khutsishvili] The timeframe could be extended inde 
nitely. Do you really think thal privatization ought not to 
be speeded up’ 


|Silagadze| No, I'm in favor of speeding it up, bul it has to 
be done rationally, taking account of the republic's spe 
cifies. tis especially essential to do this because all foreign 
investors who want to invest capital with us prefer to work 
with privatized rather than with state enterprises. And 
there s another factor the awets of state establishments are 
being looted and plundered savagely these days. Once they 


are privately owned, this process will stop 


[Khutsishvili] And despite the fact that enterprises are 
being looted, one might say that the privatization of the 
republic's industry has hardly started at all. Everybody is 
aware, in fact, that if private entrepreneurs don't show up 
and get interested, we cannot create the market economy 


that we are pinning our hopes on 


\Silagadve| | agree If we want our economy to grow strong 
privatization really will have to be speeded up in industry 
although i 16 also a fact that most of the joml stock 
companies these days (19 out of 35 on the republic) wer 
established in the Ministry 
Agriculture and Food Industry Ministry, three in the 


of Industry (versus five mn the 


Ministry of Architecture and Construction. one in the 
Ministry of Trade and Material Resources, two in the 
Department of Transportation, and so forth). This is the 
ministry that has the best privatization program. If it is 


implemented, our industry will soon advance to the front 


iKhutsnshvili] Exactly how many jpornt stock companies 


will be established in the Ministry of Industry svstem’ 


[Silagadze| Around two hundred 


iRhutsishvili] Does that mean you think tt 1s possible to 


plan the number in advance 


iSilagadve| | beleve it 1 justified to the extent that i 


enabies the state to carry out its policy on the privatization 
sphere. That 1s why tt has adopted the criterion of the book 
value of the enterprises fixed assets as of | January 1993 
If that value exceeds 40 million rubles, the enterprise will 
have to be made into a joint stock company. This only 
applies to enterprises whose privatization 1s permitted by 


the state privatization progran 


i[Rhutsishvili] But why have we taken thes figure as the unit 


i measurement 


|Silagad7c| Because many people have shunned conversion 


io pont stock companies. If it hadn't been established, a 
smal! segment of the public would have very easily taken 
possession of all the assets. while the majority would 


remain empty-handed 


Thats understandable. bul what are we to 


i[Khutsishvil 


do with enterprises that are valued at less than that’ 


Si agadr¢ They are to be privatized hasically by auction 


ang on a mpetitive hae Bul ewen m the caee of a 
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competitive sale, the state can play something of a regu 
lating role on the establishment. How? The establishment 
is Obliged to fill state orders, maintain its profile, its 
workplaces and 80 on 


[Rhutsishvili] 1's good when the state plays a regulating 
role in privatization processes. Bul i also has its negative 
side. Because the state retains 51 percent of the 
slock package, many enterprises are refraining from 
privatization 


[Silagadve| This motive does exist, but let's also keep in 
mind that i enables the state to manage the country’s 
economy. in this case, the state retains 51 percent of the 
stock package, one portion of which is turned over to the 
labor collective free of charge, a minimum of 45 percent is 
sold for privatization cards, and the rest is sold for money 
(including to foremn investors). As | have said, this is 
essential to manage the process, but | don't think the state 
needs to retain a stock package in so many enterprises 
(there are about 400 such enterprises on the list), The list 
ought to be shortened considerably. This kind of privat 
vation should take place basically in enterprises in which 
strategic goods are produced 


Let me add that if the state wants to maintain its position 
in an enterprise it can sell @ package of stocks on a 
competitive basis, the terms of which will be binding on 
the owner, and we will have to have the future owner 
submit future business plans. | am certain that the best 
program will be submitted by the enterprise's workers and 
that they will win the competition 


[Khutsishvili] Another question: we promised the public 
we would distribute vouchers to them back in January of 
last year. But then in September... Where did the prom 
ised vouchers disappear to’ 


\Silagadze| I'm sorry | can't give a positive answer yet 
Almost everything 1s in readiness to print the vouchers (the 
design was made some while ago), but we haven't been able 
to come to financial terms with the company in France 
that 1s supposed to make the privatization cards for us. In 
other respects, the work 1s proceeding rapidly, lists of 
residents are being drawn up, and if the finance problem 1s 
scttiod we will have the vouchers in hand in two months 


[Khutsishvili] If privatization 1s speeded up bul we don't 
have the vouchers, what will be lefi to give for them” 


(Silagadze| That just won't happen. A minimum of 35 
percent of the shares of all pornt stock companies are to be 
sold for vouchers alone. And so, the public 1s not gorng to 
be hurt, the portion of assets allocated to vouchers wil! 
never be sold. As far as the face value of the voucher is 
concerned, that will be announced prior to distribution 
lend of © and Ai 


This, then, is the minister's, and the Ministry's, position 
with regard to privatization, the problems which need to be 
solved promptly in order to implement reforms and revive 
the country's economy. But what can the Ministry alone do 
in this big effort if the government doesn't get busy, and the 
government (both the former and the present government) 

let's be frank—hasn't accomplished mech reform. Quite 
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apart from real accomplishments, the government doesn't 
even have a specific program to bring the country out of the 
crisis, There is plenty of debate, plenty of discussion of these 
issues; but nothing is getting done 


Reforms aside, February is over and the amounts of goods 
that were supposed to have been issued to the stores in 
January are not there yet, Our only consolation is bread, but 
because we are not complying with retail bread quota terms 
(it is not being delivered to the stores according to stipulated 
schedules and amounts), it is being sold without ration 
coupons, there are long lines again, and all the while there 
are daily food commission meetings being held in the 
Cabinet of Ministers, and the public has had it up to here 
with their promises... No country on earth can eat promises! 


Lordkipanidze Ponders Reform Issues, Goals 
G44K TI2TA Thilisi SAKARTVELOS RESPURBLIKA 
in Russian 1/1 Mar 94 pp i-2 


ISAKARTVELOS RESPUBLIKA interview with Vazha 
Lordkipanidze, head of the Apparatus of the Georgian 
Head of State: “Reforms Need To Be Carned Out More 
Radically: place and date not given) 


[Text] 


iCorrespondent] Recently, certain political circles have 
been blaming particular problems on the fact that the Head 
of State does not have a team to help him carry out his 
course of action. What do you think about that, and can we 
say that the Head of State's Apparatus does constitute a 
team’ 


| Lordkipanidze} Al first we didn't even know the concept 
of team and we paid no attention to that factor. Now we 
are swinging to the other extreme and link the solution to 
any more or less important problem to the existence of a 
team. First we ought to figure out what we mean by 

team. If we think of it as a group of persons who work 
for just one man and have assigned functions—someone 
creates the image, someone does the biography. someone 
writes up the conception, and so on—Shevardnadze 
couldn't even have such a team, for it would take consid 
erable time, tradition.. and the night circumstances If 
however, we mean the people who think like Shevardnadze 
and are his comrades-in-arms, whom he asks for advice 
and uses it to make decisions, and through whom he tries 
to implement those decisions, then he has always had that 
team and it 1s numerically strong right now 


In my opinion, this fuss over whether Shevardnadze does 
or does not have a team comes from two causes: the first 1 
the extreme that | alrcady mentioned, the second 1s a more 
serious one. The fuss is a deliberate one, because if 
Shevardnadze does not have people who think like him 
with whom he can assess the situation, if he doesn't have a 
laboratory where he can think through programs, strate 
gies, and tools of implementation, in that case, of course 
the Head of State will look powerless, there will be no 
government or even a state. Certainly the staffers of the 
Apparatus, along with other political and state figures 
screntists, and specialists who surround the Head of State 
do make wp his team. The Head of State's Apparatus is a 
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part of his team. One of the main principles governing the 
structure of the Apparatus derived exactly from that 
When creating the Apparatus on the basis of the law passed 
by the Parlhament we studied practically every country’s 
experience and created the structure of the Apparatus on 
ihat basis, When we pul it together we received advices 
from Grerman and American colleagues and experts from 
the Euro-Association. They are still working 1) the Appa 
ratus and helping us. Just as there is nothing exactly like 
the institution of the Head of State, the Apparatus as well 
isa vehicle of new content, It is 4 structure thal serves 
analytical rather than executive functions Its duties are 
defined such that there is no way it can take over the 
functions of the Cabinet of Ministers, much less the 
Parhament. lt cannot be compared to any old structure of 
centralized administration, in the contest of the necessity 
of carrying out a mgorous policy of decentralization, such 
centralization would be wholly unacceptable The Appara 
tus § 106 18 to help the Head of State work oul his position 
with respect to the development of various spheres, sex 

tors, and processes. This also entails the formulation of 
long-term conceptions and program documents, also local 
issues. However, our activity is in no way linked to th 

executive branch. | can state confidently that there has 
never been a single «stance of interference in the old or 
the new Cabinet of Ministers or any ministry or then 
functions. We have never had a single quarre! with the 
executive branch, let alone a conflict. This 1s natural. Our 
jurisdictions don't intersect, nor could they. The guaran 
tees of this are built into the structure of the Apparatus’s 
task. No attempt by any private person can violate that 


iC orrespondent| Does the Apparatus take part in cadre 
selection and appointments’ For example. ministers and 
their deputies, factory directors, and so on” 


|Lordkipanidze| The Apparatus only takes part in the 
selection and appointment of leadership cadres for bodies 
of local administration. The Parliament granted this right 
to the Head of State. In the Apparatus, essentially a 
specially created service performs this functy The final 
decision 1s made by the Head of State after consulting with 
leaders of the Cabinet of Ministers and taking account of 
recommendations by parliamentary commissions and fa 

trons. As for the selection of ministry leadership and other 
cadres, the Apparatus is not involved: that is not its 
function 


iC orrespondent] By what principle do you choose mem 
bers of the Appara'us’ 


|Lordkipanidze] We have posts of adviser, state adviser 
and consultant. ths in itsclf defines the criterron—high 
professionalism and high moral qualities You often hear 
to be sure, that the Apparatus 1s bloated, bul compared to 
simular institutions in other countries the number of our 
statiers 1% modest. it 1 only a third as laree as even the 
smaliest apparatuses of heads of state anywhere in the 
world. We include academicians, professors and holders of 
the doctorate, candidates of science, and representatives of 
16 parties and movements 
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Any work with us goes essentially 1) ihe principle yf 
agreement, on the one hand this enables us to avoid 
creating an entrenched bureaucracy, and on the other hand 
il enlarges the circle of mermbs rhip We work with all the 
scientific research institutions of the Academy of Sciences 
the Thilisi State University and its departments, almost al! 
the sociological survey centers in Thilisi, and representa 
tives of both the traditional and modern schools of 


psy holog 


iC orrespondent| And does all this maternal come to th 
attention of the Head of Stat 


|Lordkipanidze| Shevardnads 
is well known. This means that he himeell works wilh a 
the services in the Apparatus There are no herarchical 
levels in business dealing with him. He is in direct contact 
with practically all the Apparatus ss top officials, meeting 
with them regularly and listening to them He has the same 
Ticials 


direct contacts with ministry and department 


mayors. and local administrators. These contacts are bas 
cally made outside the Apparatus. You can argue with th 
Head of State and express vo 


criterion of his demands—ngorous thinking, innovation 


pinion, That is the mar 


the creative and systematic approach to problems He 1s 4 
very good and courteous listener He listens carefully to his 
advisers and correlates their opinions. but he always make 
the decision himeell. There is nobody who can force a4 
decision on Shevardnadrve | dont mean cases where 
someone has confronted the Head of State with a short 
sighted and thoughtless action and created serious prob 
country. Nor am | 


lems tor the relerring t compromis 


decisions dictated by some 


1 flatly disagree with the notion that tl 
places the Apparatus before Parliament Thy 
Apparatus stall nder 
ment § crucial importance very well in if pacity as on 


State. like ever 


of the chief and essential institutions and guarantors of 
independent statehood and democra 


iC orrespondent| We often hear charges that Shevardnadz 
has not figured out what kind of Georgia he 1s burlding 
There are some who a se him of trying to return t 
socialism, wile others accuse him of wanting to build a 
(Chinese-stvie socialism What does Shevardnadze rea 
want’ 


|\Lordkipanid7e| | don't agree with the notion that She 
vardnadrec has nt we rked oul a program he nae at ' ne 
has announced it publicly many time: 


Some people also accuse Shevardnadre of not even having 


a conception or orrentation of a foreign poli Tha haree 
is convincingly refuted by the Head of State's calculated 
svetem of offical visits abroad ihe past veas T he past 
year and a hall has been an active penod of foreign poln 
formulation for Creorgia. | believe this process 1s certain 
continuing today. and I'm certain that the results of | 
official visit to the US. w nstitute clear proof of that 
is it mere chance that Creorgia 16 the cha yunty 1 ih 


Biack Sea Basin (© ountnes Comm 


forms of 


yeaiin ents ng new 


nicegeratiof;r ' reliant? Tl hat t + teia 1" a 
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member of the Euro-Association and Euroconterence’ 
That we have representation in NATO?” Isn't our onenta 
tion reflected in the formula “a commonwealth of com 
which Shevardnadze suggested some time 
ago and which the world community has already accepted 
und confirmed? Surely that was not said just for the sake of 
the phrase, rather, it embodies processes that are favorable 
io us, very specific and promising. In my opinion, that 
represents a global onentation 


monwealths 


Hence, on the one hand we are pursuing a Westward 
orentation, and | personally am in favor of that, On the 
other hand, certain vehicles of that onentation pay no 
attention to the opimon of the West and its pelitical 
leuders specifically regarding Georgia, our state and our 
riead of State. The West has never had any doubt about 
Shevardnadze'’s policy course and its onentation. How 
could anyone assume that the West, the U.S., doesn’t know 
where CGreorgia 1s heading and what its onentation is and 
still offer support and trust to Shevardnadze? 


The charge of trying to turn back the clock is absurd, 
because the very process of turning back 1s absurd and 
inconceivable. It 1s impossible to stop historical develop- 
ment, progress, and civilization, to turn back the clock 

ly natural and logical, then, that Shevardnadze 
annot be nostalgic for the past, unlike certain opposition 
politicrans who define the present by a Georgia of the late 
Middle Ages and are more inclined to embrace the con 
cepts and onentations of that period than of a Georgia of 
the 21st century 


it 8 entire 


iC orrespondent| Nevertheless, reforms in Georgia are 
going very slowly to say the least. Not only that but there 
are increasingly louder calls for restoring the old structures 
before creating new one 


iLordkipanidze| It may be true that we were in fact too 
hasty to dismantic certain structures, but there 1s no way 
we are going to correct that mistake with a bigger mistake 
There 1s absolutely no way we can begin to restore the old 
structures and then transform them later, because that will 
cause even more destruction 


| am in favor of carrying out reforms much more radically 
| beleve that the only realistic way out of our grave 
social-economic situation 1s to carry out radical economic 
reforms and establish market relations everywhere and in 
everything. But this will take a new system of thinking; 
everyone will have to understand the need for private 
property, development of the private sector, entrepreneur 
ship and business. We have the chance to become a state 
having an independent economic system, and we must not 
pass up that chance. We already let it slip through our 
fingers. We must never repeat that mistake. Unfortunately 
Creorgia 1s not well endowed with highly qualified cadres of 
economists, so at the mmuitial stage we will have to have help 
and advice from foreign specialists. The paradox of it is 
that the West is actively trying to help us in this, yet we 
keep on dome things our own way. No systematic work is 


heer neg cone nm th ‘ regard 
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lCorrespondent| In my opinion, those who oppose the 
formation of a market economy arent willing to make 
concessions, When some minister or big enterprise execu 
tive gives a speech you get the impression that ether he has 
no conception of market relations or he is deliberately 
playing the fool 


|Lordkipanidze] Indeed, often they have only a hazy idea 
of the new relations, Let's keep in mind that we used to 
study economics in the Course of Political Economy, Some 
people really are fooling themselves, because market rela 
tions are in conflict with their personal interests. We also 
need to keep in mind that corruption still flourishes 


Of course, the principles of the market economy will 
diminish the rights of the ministries. When market rela 
tions are in place, the ministries will no longer have the 
economic functions they did in the era of the centralized, 
planned economy. In my opinion, the ministries should 
retain the function of policy and strategy formulation and, 
for example, the implementation and monitoring of two or 
three federal programs. Moreover, the process of decen 
tralization and destatization must not be done at one 
stroke but in well-thought-out phases. In the initial stage 
we need to formulate new, mutually beneficial relations 
and principles governing the ministry and its subordinate 
links. This could be done by agreement or some other 
specific form 


[Correspondent| That makes all the more surprising the 
recently launched campaign against private structures 


[Lordkipanidze| A lot of honest men have gone into 
business these days, because they want to realize their 
potential, and business gives them plenty of opportunities 
The only thing that can regulate the private sector, again, is 
economic levers. Of course we cannot permit the looting of 
the state, but we must be very careful not to smother 
business just as it 1s getting on its feet. Unfortunately, we 
see the danger of this everywhere 


Unfortunately, we often make big mistakes which we then 
blame on other people's maliciousness. Instead of going 
through specific, phased periods, we dismantled every- 
thing that was old but failed to create anything new. In the 
late 1980s we faced specific economic problems which 
would have been much easier to find realistic and prom- 
ising solutions to then, through joint efforts, than today 
Instead of acting wisely, we are at each other's throats. All 
we do 1s yell, We'll tighten our belts and make it through 

Now that we have a ruined economy on our hands, we will 
have to start from scratch to find solutions, ways to restore 
the economy, essential and beneficial economic ties. It is 
probably due to excessive politicization that we have not 
yet appreciated Russia's economic market and its truly 
rich potential. At a time when the whole world was rushing 
to get in on Russia's market, we who were already there 

at a time when we had more opportunities than ever before 
to take advantage of that market—we were in the process 
of abandoning it, and consciously or unconsciously we 
rejected everything—including things that objectively 
belonged to us. | think we didn’t know then and possibly 
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we havent realized even today, that @ totally new social 
economic entity has taken shape in Russia itself) capi 
talism is developing vigorously in Russia. This opens 
prospects for completely new, mutually beneficial eco 
nomic relations on a non-amperial basis. If we had realized 
this in time we wouldn't be in this predicament today 


How would this benefit us today’? Well, Russia and 
CGreorgia would be dotted with joint enterprises founded on 
mutually beneficial terms. Economic partnership would 
not be linked solely to political and state relations between 
us, and changing them would no longer depend on the will 
and desires of just a few political forces. Production would 
be revived, Goods would be produced, a sure guarantee 
against inflation, We would also gain much in political 
terms: a very strong and influential segment of people in 
Russia, the segment basically in charge, businessmen 
would be interested in Georgia and good relations with it 
They would oppose, for example, the reactionary mafia 
that defeated us in Abkhazia 


Our relations with the West would also be different. In 
1990, | used to receive five or six solid foreign busi 
nessmen every day in the Council of Ministers, they were 
interested in economic cooperation with Georgia on new 
principles. Naturally, they also wanted to use Georgia to 
enter the Russian market, but if we had taken advantage 
Georgia would have all kinds of operating Western 
Georgian joint enterprises right now, and we would be 
linked to the West with economic threads. Then there 
would be many more people in the West who cared about 
Georgia and its fate, and Western aid and support would 
go beyond mere moral support. We suffered very badly 
from the absence of such support during the tragic days of 
Sukhurm. And if we are to be objective, the W°st's moral 
support was due to the reputation and world authority of 
just one man—our Head of State 


lam certain, though, that the most effective way to settle 
any regional conflict is to pursue a course of radical 
economic reform. | have no doubt that in the future, it 1s 
the activation of economic mechanisms that will prove to 
be the most effective and realistic way to finally settle the 
regional conflicts with Abkhazia and Tskhinval) 


Chanturia Details Views on Economic, Social 
Issues 

944K 1118A Thilisi SAKARTVELOS RESPUBLIKA 
in Georgian 3 Mar p 5 


{Article by National-Democratic Chairman Grorg: Chan 
turia under rubric “Point of View: The Way | See it 
Discussion: How Can We Help Georgia’: “Areumentum 
ad Rem"’| 


[Text] 7his item derives from part two of National 
Democratic Party Chairman Giorgi Chanturia’s final 
speech at the National-Democratic Party's open conference 
in Thilisi on 19 February 1994 


In brief, then, we can formulate what we have to do this way: 
begin to build statehood, convert to the market economy, 
establish law and order, create an army, restore Georgia's 
territorial integrity, stabilize the economy, convert to a 
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national currency by strengthening the coupon, and estab 
lish a strong government, (This latter ranks first in impor 
lance, because without @ strong government any restora 
tion of statehood 1s out of the question), It is very difficult 
io accomplish these tasks, especially given our objective 
problems, but we declare in all seriousness that it is 
possible, and if we want to exist we have to accomplish 
these tasks 


As to the ways by which all the problems must be solved 
and how Georgian statehood is to be built are things we 
have our own view of, and it is already known to many, but 
we still deem it necessary to set forth a few of our ideas 
again, schematically at least 


4) THE ECONOMY 


CATASTROPHIC describes the situation in the national 
Incorrect economn poli ies have brought it 
about that not only sormalization of society's socioeco 
nomic situation but also our statehood 1s in doubt 


COONOMNY 


The government has clearly failed to realize that the 
country’s political safety and independence depend vitally 
on its economic security, whose foundation has to be an 
independent national economic system. Yet the creation of 
in fact, what 
we see 1s the reverse. For a Georgia left without a system of 
State independence can only be 


such a system has hardly even been started 
economic security 


syvmboli 


Incorrect economic policies have also had an adverse 
effect in the country’s social infrastructure, One might say 
that what 1s at work in Georgia today 1s not the “economic 
principle but rather the “one-sided distribution” 
principle that 1s widespread in some developing countries 
economic growth” principle, the 
following stimulating factors are needed: the institution of 
private property, free enterprise, and competition. At a 
time when these factors are absent, when ownership by the 
Reds (which 1s called state ownership) holds a monopoly 
position, no real new national wealth 1s being created, and 
what there is 1s distributed in favor of a tiny segment of 
society in close contact with state structures and official or 
unofficial militarized groups. As a result, a very tiny 
segment of society is growing rich rapidly, while the 
standard of living of the majority 1s declining catastroph- 
ically, which creates a fine context for social upheaval 


growth 


In order to realize the 


The situation 1s further aggravated by uncontrolled infla- 
tion resulting from the government's mistaken monetary- 
credit policy. Inflation, of course, has its most devastating 
impact on the low-income and socially least protected 
segments of society. If the present economic system 
remains unchanged, great cataclysms can be expected, 
which, given the absence of flexible socioeconomic levers, 
can only be averted by the use of physical force, and this 
would make any democratic civil society in Georgia a mere 
fantasy 


Georgia's economic strategy should be oriented toward the 
creation of an independent national economic system, 
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which requires the formation of a unified Georgian 
market, unified economic space, and an autonomous 
monetary-credit system 


At this point we must address the provocatively intro: 
duced theme of Georgia's entry into the so-called “ruble 
space. Quite aside from the fact that the advocates of the 
Russian ‘“‘ruble” never bother to adduce arguments or any 
competent, scientific reasoning to persuade their oppo- 
nents and the people but rather attempt to accomplish 
their aim through demagoguery and naked populism, the 
point lies elsewhere: there is no such thing as a “ruble” 
zone, there 1s only the ruble of the Russian Federation, 
used by the subjects of that Federation. All the countries 
and semi-countries which introduce the Russian “ruble” 
officially become de facto members of the Russian 
Federation 


The fact that the Russian ruble is unofficially in circulation 
here means nothing, we have dollars in circulation also, yet 
the state, if it wishes, can easily make the coupon the sole 
medium of payment (this can also be done by means of 
administrative organs) and soive the problem 


They are also ignoring the fact that the coupon and the 
ruble are qualitatively the same currency, the only differ- 
ence being the rate of decline in value (this difference itself 
will soon disappear in connection with the virtual halt of 
reforms in Russia) 


From the economic standpoint, then, there can be no 
justification for introducing the Russian ruble, and it will 
not improve the people's situation in the slightest. It will 
be solely a political move designed to destroy Georgian 
statehood totally and turn Georgia into a de facto part of 
the Russian Federation. (Similarly, some people think that 
instead of 100,000 coupons in pay they will receive 
100,000 rubles; in reality, however, they will get an 
amount in rubles corresponding to the exchange rate of 
100,000 coupons, and our people's financial resources will 
remain the same as today—at best.) 


Again, all this talk abo ut “restoring old ties” 1s nonsense, 
because it is impossible to restore “old ties” without 
resurrecting socialism, and restoring socialism is incon- 
ceivable. We can talk about ectablishing ties with our old 
partners, so to speak, in Russia and the CIS countries, but 
these will be qualitatively new ties and will not give those 
who wish for the restoration of the “old ties” the effect 
they are hoping for 


Nobody is against such ties, but, we repeat, unless we 
establish our own economic system and implement the 
correct economic policy, these ties will yield no benefits 


The goal of an economic policy must be solid economic 
growth, a stable monetary system, solutions to problems of 
employment, and a balance in foreign economic relations. 
This will require: the advent of a reform government (no 
reforms can be carried out by persons who spent decades 
building a socialist economy and are still today talking 
about “old” ties, which is to say, a parasitical economy)}— 
the kind of government which will carry out comprehen- 
sive reforms, in all spheres of life and, in particular, the 
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economy, following the recommendations of the Interna. 
tional Monetary Fund and other authoritative interna 
tional organizations, with no populism and no toying with 
the public; 


it will require the transformation and rationalization of 
present management structures, 


—a legal foundation for economic reforms, 


genuine property ownership reform in all sectors of the 
economy, 


implementation of a rigorous monetary-credit policy in 
order to stop inflation, form capital and halt the capital 
drain, and ensure a stable monetary system; 


—implementation of a state policy fostering private 
enterprise and small businesses, 


—liberalization of foreign economic ties—rationally—and 
measures to make Georgia a country having an open 
economic system 


Georgia used to be dominated by the myth that we could 
prosper by Borzhomi water and tea alone, which proved 
destructive. Now a second myth is coming into being, 
namely that we are doomed and that if Russia doesn't save 
us we will perish; this is no less dangerous to us. We have 
to realize that with a team of reformers and by converting 
to the market economy without populism, by making wise 
use of our resources, through purely economic contacts— 
including with the countries of CIS (but without any 
political subtext—and, most important, through honesty 
and labor we can bring the country out of its economic 
crisis and create the conditions necessary for a normal life 


B) LAW AND ORDER. 


FIRST OF ALL, the structures of authority need to be 
cleansed of clans, representatives of bandit gangs, and 
dope addicts 


Certain types of narcotic substances ought to be legalized 
in order to strike a blow against the narcobusiness that is 
beginning to take shape 


Even though we are in principle against the death penalty, 
we believe it is acceptable, temporarily—for a span of two 
to three years—to make use of the supreme penalty against 
dope peddlers and distributors, terrorists, and kidnappers 


Of course, the appropriate changes will have to be made in 
the Criminal Code 


The Internal Affairs Ministry will have to change radically, 
stop being a politicized institution protecting the authori- 
ties and turn into a structure protecting citizens and their 
rights 


All parties, including those who support the authorities, 
must be disarmed. All unofficial military formations must 
be abolished. Any weapons held by security workers and 
persons who need protection must be registered in the 
Internal Affairs Ministry. 
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ihe war against crime must be more than just a campaign 
it needs to be purposeful, and it ought to start “from the 
top” rather than “from the bottom,” the way it 18 today 


There are other specific questions which also need specific 
approaches and solutions 


C) FOREIGN POLICY, 


PHE STATE must resume its pro-Western course, but it 
must be genuine rather than merely declarative. At the 
same time, we have to take account of Russia's geopolitical 
interests and be willing to compromise—though not at the 
expense of our own sovereignty and state interests—to 
establish normal relations with Russia (it also needs to be 
pointed out that not everything depends on us, and the 
most important thing, still, 1s just who is gong to be in 
charge “up there.” Yeltsin, who has already embarked on 
the path of derzhavizm and has even, in cffect, burned 
economic reforms, will certainly share Gorbachev § fate if 
he carries out such a course, because it 1s nol going to 
satisfy either the democrats or the extreme nationalists 
We have to have an interest in seeing Gaydar and other 
true democrats come to power in Russia, but today’s 
authorities there—specifically, Chernomyrdin’s govern 
ment—are objectively laying the groundwork for a quite 
different regime, and Zhirinovskiy will be at its head) 


Georgia must cooperate actively with the UN, the 
Eurocouncil, and other international organizations. We 
need to have especially close ties with NATO's military 
political bloc, and we must certainly join the Cooperation 
for Peace initiative 


Georgia has to work actively in the North Caucasus, but, at 
this stage, on the level of people's diplomacy 


Finally, any correct and fruitful foreign policy necessarily 
requires a top-to-bottom reorganization of the Foreign 
Affairs Ministry and substantial cadre changes (which 
should include our diplomats as well, with rare 
exceptions) 


We need to work out a serious foreign policy conception, 
define our priorities, and work purposefully on the basis of 
that conception 


D) CERTAIN DIRECTIONS OF DOMESTIC POLICY. 


THE MAIN THING ts relations with the national move 
ment, reports of whose demise are greatly exaggerated 
Quite the contrary: if everything goes on as it has, the 
national movement will gain new forces, find ways to make 
use of social activism, draw the old, not-all-that mistaken 
appropriate conclusions from the past. and take shape as a 
very solid and meaningful entity 


In the interests of statehood, it is essential that men of the 
national movement—in general, “new men’’—come into 
power. It is a little embarrassing when the people who 
speak of the destructive force of the national movement 
are those who for years destroyed the country themselves, 
sold off the lands, and squandered state property, espe 
cially considering that the one year of Gamsakhurdia’s rule 
which people have been harping about was not a year of 
national-movement government. In fact, Gamsakhurdia 
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geopolitical, historical, and eoonomen characterietics. the 
Russian Federation and the other republics of the former 
Soviei Union will continue to be Our counify + Chie 
partners in political and social coonomen epheres natu 
rally, this does not rule out chase relations with the world + 
other countries. in particular those of the Mack Sea Rawn 
Particular priority must be given to the development 
of good-neighborly relations with all the republics of 
{ aucatia 


1} Our Soceety will actively cooperate with all eocial/ciwn 
of political organizations. promote the harmonization of 
the goals and tasks of political parties and movements and 
thare analytical information for the purpoew of preparing 
thared views as to the accomplishment of the tasks of the 
country +s political and economn development at the 
present stage, if order to protect the interests of every 
tiratum of society and eventually attain social harmony 


Covernment Forms Office To Handle Agricultural 
Affairs 

O44K 11374 Thiliet SAKARTVELOS Ri 
in Georgian & Mar 04 p 


TRLIRA 


\‘Creorgian Head of State Order on ( reating a Republx 
Headquarters for the Timets Soalutron of Probleme of the 
Agroindutinial ( omples 


| Text) Por purposes of timely caamination and solution of 
problems of the agroindusirial compiles 


| A republic Meadquarters shall be created with the 
following memberehip 


(Mar Pateateia, Headquarters charrman Prime Miniter of 
the Reeqrutyl x of (yoorgia 


Roin | spartetiani. deputy chairman Creorgian Parliament 


Agrarian ( ommiewon ( hairman 
Robizen Keledre. (rcorgian Parliament member: 


Avtandil Margiani, Deputy Prome Menreter of the Reputln 


of Creorgia 


Chorgi Kvesitadze, Republn of Croorgia Agriculture and 
Food Industry Minreter 


Moerta: Jankalion: Republi of (rrorgia Trade and 
Maternal Supply Minster 


Davitt lekobidse, Republa of Creorgia Finance Minter 


Temas (bikveidve, Foret Deputy Foonormmecs Monreter 
RB egrubrl of ( prorgia 


Shots Kviraia. Republi, of (roorgia Interna Affarrs 
Miniter 
Remi \ ashakidre Republi sf (seorgia Ma) road 


Depart me ait herman 


Jared Cegechkbeori, Republn 


and Land ( adester Department ( hairmar 


f Creorgia Land Resources 


Neder Drhevekhiehvili, Reouwtin of Creorgie Natrona 
Rant Preasdent 


CAUCASUS ?? 


Andro Devdartani, Meputlin of Cheorgia Agromretevhant 


( hawman 


The Headquarters thal! regularly examine probleme of 
agticullural work progress. supplies of rae materials to the 
processing mdusiry supplies of fuel and lubricants min 
eral fertilizers, chemicals and other materiale to the 
agromndusinial complies fulfillment of inter-state delivery 
obligations build-up of state food resources efforts to 
control crime in the countryende. bring the sector out of ite 
ores, and other related problems. and map oul and 


promptly implement measures to overcome them 


| The Headquarters decisions shall be binding on all 
minreterial deparimenta enicrprien organisational and 


governmental boc 


jugned|) | Shevardnadre 
> March 1994. Thilie 


(Chairman Details Agroindeustrial Bank Activities 
O44K 11544 Thali SARARTVUELOS RESPURLING 
mn (scorpian ji We ve 7 


linterview with Andro Devwdarian: chairman of the board 
of the Agrowndusinial Rank by Maradi Anasashwilh “Th Ie 
the Rank That Will Save ( prorgia 


given) 


Mace and date not 


Tea The (reat hte 


Fwers wear the hanks chal! be 
poorly they are dong 


iC havchavedre! sand 
obliierd to make publ how well oF 
and allow every man to mepect and asses the length and 
breadth of ther activiters 


This ie exactly the otyte and method favored by our guret 
today Andro Ibevdartani the chairman af the board of the 
Agrotndertrial Rant 


He wae bern tp 1956 in Thiliel, Me graduated from Sex 
ondary Schoo! No SW ta 1973-1974 he worked in the Kirer 
Machine Tool Pactery He graduated «ith honors from 
Thitiel State | miversity + Poonemics Fagineering | acelty. 
and later defemded his camdidate s dissertation 


He ts 2 camd@idate of ccomemic wiemces and has eritten 
about 0 wiemtific earks 


In [ORS he was awarded the Kormeamel rire in ectence and 
techmotogy After that he worked as 2 laborater) head in the 
| mivereity, as 2 teacher. as 2 decent. and as chairman of the 
party commision He is now « doctoral candidate Hie was 
the council cheirman of the Golden Bank ( ommercial 
Rant 


Retomi Andro amd hic friemds laid the foundation for the 
revival of the villages of Divhavakhetia Through the years, 
be worked with ctudents to build the (-corgian village of 
hotetia In vartows parts of (-corgia they reteilt and restored 
churches and monavteries thet had been deetroved and 
virtuall) forgotten and they aleo did mech to cave the 
(,aredrhi ( comptes 


He ts married to Male Kvrevereti- Kepadre 
docemt and they have feo children 


& enivereity 
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|Anasashvili] Ratono Andro, what kind of probleme did 
you inherit on first coming to the bank’ 


|Devdariani| Well, when you come to a bank you have to 
know very well what kind of reaponeibility to the poopie 
and the country you are assuming So being appointed to 
this Poel 16 @ areal honor and a burden to Me, one thal is 
not easy to bear, eapecially undks todays conditions 


| came to the bank from ecience and business, and | have 
my own ideas and vision a6 to the moe urgent changes in 
the system to be anticipated in the near future 


i wae Creat tie. vou know, who founded banking in 
Georgia Mis banking efforts alone are sufficient proof of 
the role the banks play in building the country 


|Anasashvili] Indeed. tha devoted much time and energy 
to banking, and people often sand of him that “the bank is 
making him neglect his calling a6 4 writer” in fact 
someone even wrote a littl vere 


pet down your abacus, Ilia 
what will remain is 


Do nol give up your steed 
all of this will vanish, pase away 
your limmortal poem) The Hermit 


[Devdariani| These days, sad to say, Tlia's epirtt in the 
banks « confined to hanging fe portrant in the board 
room 


Remember that a bank + reputation « the foundation of 
the public's trust by which every bank prospers Rumors 
and sander cout the country dearly Anyone who is dis 
honest deserves reproach but al! thie endless talk and 
carping are unseemly The way we do butinem. a dishonest 


man i quickly exposed 
Mul iets ect back to our probiernn 


Although the Agromndustrial Bank « one of .o¢ biggest 
viate viructures, | found that wages and salaries were very 
low Paradoscally. the bank's wtaffers have the least social 
protection 


Our bank's building «@ also mm sad shape Une floor i 
ocoumed by the city commandant's office and we haven't 


been able to ect tt back They don’ even pay their lease 


We also have cadre probleme, there are many sonpro 
fewsonals employed in this system who are not even 
Most 
necewmary knowledge skills and habits 


qualified mportant, they totalivy lack the 


Our bank has lots of other problems too The first thing we 
need to do 4 root out vices euch as the mrsuee of funds and 
personal travel at the bank's capenee. We will no longer 
permit the sutwective approach im granting loans. the way 
we weed to grant loans af low interest rates on Sime 
grounds There were absolutely no criteria for setting the 
rates The gave dishonest persons many loopholes and 
caused 4 lot of tat 


To make « long story short, | found | had more than 
enough to do I ve only been cramining the problems for a 
few weeks. soon | will work owl plans and begin to take 
practical stems The public will be fully informed ahout 


what we ck 
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Lone thing 4 certain. most of the bank's profit has to be 
spent on social needs 


|Anasashvili] The country’s agrarian sector is in critical 
condition How can the Agroindusirial Bank help the 
countryside. the peasant’ 


|Devdariani| Of course the bank and the banking system 
Must play a crucial role in solving the country’s orien 


lt needs to be if tune with the structure of the national 
economy and conduct a reasonable monetary-credit policy 
to boost the economy 


Hy its nature. the Agroindustrial Bank is a versatile inet 
tulion, serving owl economy's sirategic sector—the 
agrarian sector —Ahrough more than 70 offices Right now 
up to 80 percent of our credit investment (400 billion 
coupons) # in the form of loans to financially shaky 
partners in agriculture, and the recovery of these loans is 
doubtful The recovery failure rate of loans given in past 
years 16 due primarily to the breakdown in state discipline 
in agricultural enterprises, massive theft and wastage of 
products. and general lack of control 


Coven the present disarray, | think it 6 totally unaccept 
able to grant credit at “reduced rates” to agricultural 
enterprises that are in shaky financial shape The faci is 
that most of them are practically bankrupt This also has 
resulted from the fact that 7D percent of the 10-percent 
loans granted to agricultural enterprises lavt year have not 
been recovered 


Things are made worse by the fact that the mechanime 
stipulated in the law on mortgages. which would have 
made relations with debtors casier. have not been 
activated 


In general | think that granting loans at reduced rates to 
unpromiming enterprises fails to stimulate then financial 
performance Managers of such enterprises are used to 
witting around warting for government handouts. waiting 
for the low-nterest loans that are charged to them to be 
written off of dcferred 


As for the countrywde and the peasant. we hope to benefit 
them in many ways I'm optemerstic because there are many 
knowledgeable. industrious. professonal. and—mor 
important—honest people working in our bank They are 
always doing their beet to help the countrywide. the country 
can count on that 


|Anasashvili] Al a meeting of the government's Food 
Commrson. as we know. the National Bank proposed 
that you be obliged to allocate 65 billion coupons from 
your own funds so the agricultural enterprises could com 
plete thei spring operations You came out categorically 
ane i Why 


1Dewdarian| Here's why 


The National Bank stipulates that loans can be granted 
usng a bank s own resources only if 1 has a stable surplus 
Rul « surplus 6 possible only if there are depouts in the 
cawe of Agroindusinial Rank inetriutions. however. there 
are practically none 
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We are against that kind of loan practice because it is quite 
possible that it will inevitably lead to granting emission 
credit, which is the government's sole prerogative 


Considering our inflation and market conditions, giving 
credit—at the rate of 120 percent annually—is totally 
unacceptable 


in short, Georgia's coonomy i in terrible shape. The 
situation in the sphere of monetary credit policy, as well, is 
uncertain, to put tt mildly. In my opinion, both the former 
and the present managers of the National Bank are not 
conducting 4 real monetary credit policy, they are just 
making individual decisions which they think reflect the 
country s essential interests 


|Anasashvili| Everybody knows that the banks are the life 
blood of the economy. which depends on them to function 
normally in your opimion, what shape i« Creorgia’s 
banking system in today” 


|\Devdariani| Creorgia’s banking system © only in the 
formation stage today It is developing rather slowly 
owing to many otyective and subjective factors 


All elwe aside. the formation of a monctary-<redit system 
characteristic of a market cconomy 6 4 comple: process 
The right kind of banking system is being created, and 
taking part in it 16a crucial and compiles busines, because 
new banks are being formed tt requires 
working in a new way new cadres 


eseentially 


The system having a hard time getting free of old 
stereotypes The number of banks 1s increasing day by day 
of course. but numbers alone are not going to help things 
Another negative factor ms that the process is not being 
analyred A bank. of course, 6 a specific institution, but i 
must not have the seeming of a clan imetitution 


Another reason for the banking system +s many shortcom 
ings 16 the fact that conditions in the country are unstable 
Furthermore. political forces have ambivalent attitudes 
toward the banks Today, unfortunately, al some stage oF 
other, any particular bank's power 14 defined by whoever 
viands behind « and sponsors it Another unacceptable 
practice «& when high officials establish banks just to 
secure their own future 


Banks are mmetitutions full of bustling activity, where 
everything done according to the law, and where, as in 
any other ephere. you can even eet och, bul only while 
maintaining human dignity. complying strictly with rules 
and regulations, according to your talent and ability But 
ordinary people do work m banks. and all the woes 
alfiicting Our society can be sensed there as well, lt ns 
ewential. therefore. for us all to struggle to restore things to 
health. Most wmportant, | think, 1 the fact that always, and 
especially today the banks have a grand national cause fo 
pursee requiring not only competence bul also clean hands 
and a clean conscience. The bankers who were appointed as 
hoard chairmen along with me are educated. knowledge 
able honest. and “still unblemished” persons We have to 
do the people's business, the public, the prem, and telev: 
won must be informed of our every step. and the people 
not the way it's being done 


must hand down the verdect 








CAUCASUS ” 


how, with prejudiced notions, using campaign methods 
and insinuating statements. bul weighing everyone's vir 
tues and defects 


Hanks and bankers. must work srictly according i the 
rules and laws 


lt is urgent and essential to create banks of the Western 
type. The wheel has already been invented, and we can't do 
any better, what we have to do is pick up on everything 
advanced and progressive and adopt it in accordance with 
Creorgia ’s interests and Creorgian realities 


We must also keep in mind thal our banks computer 
equipment it very primitive, and transactions are being 
carried out using the old methods at the same old pace 
The reason is that the system is backward Everything 
needs to be changed a4 won as powible | repeal, it in 
essential to create a banking system that befits a civilized 
country. lt is the ban’s that will have to save Ceorgia | 
hope that a strong cadre of bankers will soon take shape in 
(reorgia to serve a8 @ guarantee of the irreversibility of the 
country’s demovracy. lend of © and A} 


lt looks as if this mew executive, who ie dedicated to hic 
cause, pays attention to every detail, and favors strong 


financial discipline. is going to have to thorough!) overhead! 
the banking business 


Meanehile. the hullabaloo concerning the banks continurs 
There are some who are categorically rejecting the new 
people. There are these who are dowbtful that the new 
people's experience is sufficient to rebuild the banks and 
solve thetr problerns 


Whatever the cave, the choice has been made, and « “new 
broom” ts coming 

We would like to accest the Creat Ilia once more and remind 
you of what he enid: “The bank represents one of the beet 
and most reliable aspects of owr life Therefore, anyone eho 
cares about our country ough! mot to gleefully seize apon 
every mistake, failure of foresight. and other shortcomings 
of the bank these are inevitable in any mew endeavor but 
rather take carefel note of them and just as diligently try to 
correct the mistake and eliminate the defect ~ 


Banks Being ‘Il ooted, National Bank F aulted 
O4EK 1 145A Thilitti SAKARTVELOS RESPURLIKA 
in Georgian 15 Mar 94 76 
|\Ariicle by Davit Biteadve “A Poverty-Strcken ( ountry 
and Looted Banks”) 


[ Text) The public at large knows the story of the err seams 
monetary-credit policy that began doring the late ante 
mented rule of the ex-president and stil! triumphantly 
continves The final, decisive batthe against this destructive 
phenomenon of our ecomomy) has been declared by the 
republic's Procuracy, the Chamber of Control, and the 
Internal Affairs and Security ministries They have shed 
light on mumerows alarming facts, which ee present to 
readers today and will comtinuc to in the future | et everyone 
know who is involved in these filthy and destructive affairs 
that threaten to lay waste to the cowntry 








“) fALCASLUS 


| iy fal threeanne took shaw a; oof 8 eee if 
Tt AK ikiade ite haiman of lion lLhadema 
: 1 | Sulaehvill. the head acomuntant of Thali 
Hagel ; ; ma 6 Leviashvili. a Cron reendent 1 
\ pation in Clctoher December 199 ihey used 
" las orders, and capited limited checks t 
Th imal. Hiegally if the aooounT OF a einal 
; Miina Hetont on the Crardahanit Branct ' 
14 hank iow thee failed tO teal the ere thy 
T ind the money wat soquesiered 
' ' ia sar evel grande ihey decided i 
_ _ (| hank and oftained the support of 
“ia " i » | ient tt) livalehvili and (soorgiar 
| : | hae " ‘ ' clade \ ihougl 
‘ry hans ; 1 reat ti iT et ty mit att did not 
: ed tit apita fund f thie 
r ; ‘) ' 1 bwalial i) reaell regi 
ha etier trom Arveladre he 
' : ’ hile ete Nall a Vee hew a ; 
' Ta. , # wee et m ON : 
f ne | ihe efiari Argobant 
; }? nad perative 
' : ’ ; ma a rl then ' ' 
’ kiad | Sula rt ; is La 
is : Pee £ gp! 
; : 1 \} " Li 1. 
; ' rerrat 1? ; 
ls ' ; 
' rs ent 'y Lend ne 
| M mip | | Sugar 
T ; ’ : the lees wae | wee \ 
Ko nrecting the apy 
ter guarantecing tI wo (TI 
ha : armed with ti 
: ' Meat af (i ‘ ment " 
' es Nat Hank Preassdent Den 
’ nenta : ' 77 te 
' a i) Lva : ite ' 
r i) Bani e Pa te NN Pi 
" C2 ¢ hat he . a2 
nite : mat was oF ; 
: : ' 4 Mar \ BR soy4 Kho " 
: ‘ , hie a 
; rat. and if 
4 ; Mu : where 
| Sal me ’ a s iu : 
: ’ mb ’ , la _ " 
; ahet? ne ; ra 
pr race 
° \ apache : 
. if ened agrecmne watt 
M4 ; Law md A ; 
pane icp tort Ais 
; “aft ” rer wv ’ : 
‘ , corhat . . 
; ging | ° 
; . , : 


PRIS | SH. 94-48 
5 View 1994 


ca ty pyle a7 nave wekcul 1 : " at ire | 
ahh slats | have the cal ' ' ati 4 ifial 
ite state vehi ' ha ; 1 | Mas ) ; 
hat slate banks ought ito grant ; ' ipa sfc 
ot siiwe ital heyeisies Pee ite TEEALT " han ; 
is ceria mething to tl bh at a. : ' ia 
hal hanks 7 riti | Tit pit ' 
Me ack i yhah sant , - | ’ Ty ' 
Sha ashi irakli Shaviiasl mat ; 1 
dents sa {podad fe andl Akal he ive ' | Wig la 
smut Peire ab pped tit ' ati re p itv " ; 
tvs snd are now ding Th ty M ' 
hoes Lit '; he i ' ' oF a hg sh ; 
| cat ; ; Lh, ly ii , Hanh 
' mwinhe a shall print | Tuk ' § 
tow dj ah the srt HH Tt 17 t - : 
| Pi ’ 7 ao : " ’ ie, " | | : 
: 
na sat 4 ; " yta' ; : ' 
, eu propic a peti r : | " level 
| th 1 ' ect § : | ; ; 
th if “BL . i ’ 
era : “j ¥ tL : 
det ivesl thie ' 
’ : F 7 : ; 
r 
. Ache ’ : , ’ ’ 
: : : f : ’ if ss) 
f " ’ ' ; 4 
: : be ‘; : Fa 
; ’ ti | 
: a" is : : ’ 
he 1ea of bringing 
" ave Des ' 3 ; 
; " , Lex r ; | ° 
Mar , act ’ : . 
7. : 7 \s ’ 
1 | : | 
” > ’ ’ 
’ eet 4 
oat gal ; 
; } | ; 
wits Nia HH ; r ' 
‘¢ : a : 
gp) : " A : \4 
Records | 
| Pwr ‘. ; 
_ 
; s ; \. Ma | 5 
‘A ‘i : HH ; ‘ 
: 4 » ; : 
¢ , _ 
4 g! af " 
’ ‘ 
; 
; : '* 
: gr 
, : 7) | 7: | 
: ' ; . 











PRIS. (SH. O4-048 
5 Miay 1994 


noble one—to bring food in for hungry people, although 
that was the furthest thing from the so-called president + 
mind the greedy and vengeful (| Lomidze pocketed 
11.400 dollars. In turn, Porvard set up its neal liehining 
swindle along with three other brokerage firms on the 
(Caucasian Tachange it carried oul another 800 
millhon-ruble commodityless transaction, causing a con 


wderabie joe to the tate 


Hui that waent the end of G+ Lomidve’s traudulent 


odyesey This time, he got his hands on documents trans 
ferring 19 milion oupons to various organizations | sing 
the same old method, he pul a 7 in front of thal number 
Again the personnel of Borzshomi's Agrobank were gullible 
enough to give him 719 million coupons. Al Lomidre’s 
request 0) millon coupons were deposited in the 


account of — company called Sameba—naturally, for the 
purpose of buying food. Then, as a resull of an unautho 
rived deal between that firm and Saburtalo-94, he pock 
eted 10.000 dollars, but distributed 19 million coupons to 
three firme for the intended purpose In this way, Lomidre 


easily got his hands on 1.5 billion coupons 


1 comment tt has been determined that the blank pass 
port with which G Lomidve acted had been stolen along 
with some others from the passport desk of Thilit: Vakekry 
Rayon ‘ 


ceedings have heen mnatiiuted The fiems mentioned above 


Internal Affairs Department and criminal pro 


moreover arte doing their financial dealings without 
being registered with the Tax Inspectorate Nobody 
hecked their activites, which 14 why they were able to 
priate successfull 

Now let's b at the “herow deeds’ of the flem called 


Andra. and its Preasedent V. Kavielwive Tt 6 located im 
Thulear's Vakekiy Ravon 
ectiing things geome ohiainine a | 5S-tullhon ruble loan 


from Thuis Samepo Bank He was also motivated by 


Thea executive had no trouble 


pg" “i nieniions bringing food m for the hunery 
people Kaviehdve distnbuted the funds this way he 
rransierred onesthird to vanouws fieme in order 10 appro 
ermate them later In fact. he pocketed 47.500 dollars 
nviead of buying food He transferred the remaining 
allied Berika for 


iact he wae merely slaking hes luet and readily 


billion to 4 compat commercial pur 


niry and its people 


Wi vuld talk endless shout the National Bank's anti 


national pols (‘ber banks are guilty of the same 
hanks The Shulaveris Woolen Mill 


oupons from Marneuli's 


mclucding ravon-leve 
hained a inan of S billhon 
Agrohbank The entire sum (supposedly to procure wool) was 
traneferred to Thalvas Kriestal-LKG Corporation which in 
iurn deposited it in the account of a firm called Kapital-Plus 
to buy food with 4 |Lwveenko the Creeneral Director of 
h apita Pius added it ty 


thar billion coupons to seven brokerage firms on the 


other momes and transferred more 


Stock Exchange. again “to buy food.” In fact 
‘Tah a ry the y hl LLL dj and pon keted 7 4%) | ‘ dollars A« 


° ' ' mmodiiviess transaction of ahout 11.000 
dollars. the Tateshwili Brothers Mukhranin Vel Company 
rod » toe ment thal wae prox ured in fax ' nobods 


ed single kilogran olf meant 
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This 18 fot the only commodityless transaction by the 
Tatishvilis, along with other crimes. Gi Cralidava, the 
president of the firm called Uta, and his bookkeeper K 
(hachua, established contact with that criminal gang 
through G. Gogeadze, a broker on the Caucasian Stock 
Eachange They deposited 180 million out of S00 million 
coupons borrowed from the bank, supposedly to buy meat 
instead, they acquired 7,500 V4 
Tatishvilis depredations are at an end, they are in custody 
The same fate has befallen other criminals who were in 
league with them 


dollars Now the 


(i. Dole, the President of the KG Benevolent ( orpora 
tion in Telavi, has shown himeell to be an outstanding 
swindler and money-grubber. Using false tax orders and 
limited checks, he managed to depowt over two billion 
rubles in the Telavi, Signakhi, and Lagodekhi branches of 
Agromretsvbank, which he then transferred to various 
firms and corporations supposedly to acquire wine-making 
materials, but the deal fell apart, he was caught in the act 
his hopes were dashed, and he got no dollars. \ 

Hilikhodze, the chairman of the Universalis Cooperative in 
Ovurgeti, used false limited checks to steal 450 million 
rubles from the bank in a short time 


Investigative agencies have also received information about 
the improper use of credit funds on a large scale by firms 
named Kvatakhevi, Gigi, Achik> and Company, and others 
(ther commercial outfits are aly being investigated 


After learning these facts, readers can easily see why our 
country in such a predicament and why the treasury 16 
empty Some questions What motivated the National 
Bank and other banks when issuing credit’? Were they 
obligated to monitor the proper spending of the credit 
funds’ And does the republic have a mechanism to provide 
that monitoring’ Finally 
republic's government and Finance Ministry in this 


whai role 1s assigned to the 


regard’ These questions are all of concern to anybody who 
cares about the country’s fate. The Shavinashvilis, the 
Tateshvilis, the Lormmedzes, the Kinkladzes. the Adershvilis 
and all the greedy people who stand behind them are 
ruining the country 


Rayon Administrator Appointed, Profiled 
944K 11468 Thiliss SAKARTVELOS RESPURLIKA 
in Georgian 26 Mar 94 p / 


“Georgian Head of State Order To Appoint the ( harman 
of the Board of Mestivekiy Rayon’ | 


[Text] Oter Nakani is appointed Chairman of the Board of 
Mestiyskiy Rayon 


Eigudzvha Drhaparidze is released from the duties of 
Chairman of the Board of Mestiyskiy Rayon 


lsigned| FE Shevardnadre 


Otar Besarionovich Nakani was born in Mestia rn 1952 He 
graduated from the Thilis: State University Philosophy 
and Psychology Faculty and is -andidate of philosophica 


scrences 
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Through the years he has served in official posts in Mestia 
and senior research associate in the Creorgian Academy of 
Sciences Demography and Sociological Research Institute 
Recently he has served as head of the Organization and 
Coordination Department of the Chamber of Control 


He «ss married and has three children 


Customs Official Outlines Efforts To Curb 
Corruption 

O44 145A Thiliti SAKARTVELOS RESPUBLIKA 
in Georgian 12? Mar 94 pp i-2 


linterview with Customs Department Chairman Viktor 
Lordkipanidze by Rusudan Lordkipanidze: ‘ The Battle 
Will Be Merciless. Georgia Has Its Own National Customs 
Service’: place and date not given) 


| Text] Georgia has had its own customs service for two years 
now, but we cannot say yet that everything is perfect and 
without flaw in it. Most of the public gives it very poor marks, 
and not only that, people think it is a money-grubbing 
organization, and not without reason, | think. This is also 
attested these days by free-wheeling “black business.” Of 
course, what kind of performance can you expect when this 
vital national service has been reorganized almost four times 
in its two years of existence, and its officials and customs 
personne! have been replaced «imilarty. How could all of this 
not leave its mark on the ». vices formation? Judge for 
yourself: the Georgian Customs Administration of the USSR 
Customs Committee was abolished in February 1992 and the 
C-eorgian Castoms Department was formed, after which the 
Department became part of the Finance Ministry, only to be 
removed from it soon after and become a separate (Customs 
Committee Last year, again, this Committee was abolished 
and the Customs Department was formed. 


“ht was all new to Georgia, and it had to be learned 
empirically, gropingly. following hunches. and sometimes 
local officials put their own pockets’ interests first,” said the 
current chairman of the Customs Department, Viktor Lord- 
kipanidze, a member of Parliament from Ajaria. He was 
appointed to the post, quite unexpectedly to everyone, late 
last year. Not much time has gone by since then, but it has 
been long enough for this man to become adjusted to his new 
job and to think out and shape his own future operations 
program. So | talked to him and asked, “Can we say, at long 
last, that Georgia has its own national customs service’ 


| Lordkipanidze| Georgia s state customs service, the Geor- 
gian Customs Department, with its own customs agencies. 
law's, rules, material-technical base, and cadres, does exist 
legally and in actuality. It has been recognized and 
accepted as a member by the World Association of Cus- 
toms Organizations, it 1s a subject in our republic's bilat- 
eral agreements with other countries, and its chairman is a 
full member of the Council! of Chiefs of Customs Services 
of the CTS and an equal member of the heads of customs 
services of other countries 


Ai a press conference not long ago, Baton: Ciorg: Chan 
turia (who seems to have maintained his interest in Geor 
gia’s customs service) said chat Georgia’s entry into the 
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“ruble zone” is “already underway, inasmuch as Georgia's 
customs service has already joined Russia's customs ser 
vice tructure — 


If such a political somersaull is valid, then we can just as 
well turn it around with a back flip and say, “Russia's entry 
into the coupon zone is already underway, inasmuch as 
Russia's customs service has already joined Cieorgia’s 
customs service structure.” 


And so, if we stop juggling words and look into the thing. 
Creorgia’s customs service is a two-year-old child, just 
getting on its feet, still learning and developing, but 
nevertheless independent and on its own 


Most of these two years have been taken up by wars to 
preserve Georgia's territorial integrity, and customs officials 
also put on the uniform. And they fought and died, too 


Even between wars, unarmed customs officials have been 
repeatedly pelted by legal and illegal armed formations 


Through its own fault, the customs service—and some- 
times with good reason—acquired the image of a money 
grubbing organization. The control agencies didn't waste 
time: they quickly created customs control structures and 
set up detection headquarters in the customs office 


[Correspondent] Nobody likes constant control, but it 1s a 
fact that the customs service has not been all that spot- 


/e558 


|Lordkipanidze} People in every era and in every country 
have had no sympathy for tax gatherers and customs 
officials. It cannot be disputed, of course, that the people's 
wrath is well founded these days. You have to agree, 
however, that it's annoying when you have to suffer not 
only your own lash but someone else's whip. We customs 
officials have enough sins of our own, don't hang other 


people's on us 


What we need to know is that the customs inspector ts 
empowered and obliged to follow customs control proce- 
dures (and he does) only with respect to persons crossing 
the border at customs checkpoints, in specially designated 
customs zones 


Customs checkpoints on land are being created only by 
agreement with neighboring countries, and on both sides 
of the border 


[Correspondent] How many border customs checkpoints 
are there in Georgia night now? 


{Lordkipanidze} There are railroad checkpoints at Garda. 
bani and Sadakhio. 


highway checkpoints at Kazbegi, Lagodekhi, Samtatskaro 
Tsiteli Khidi [Red Bridge), Ninotsminda, Guguti, Sada- 
khlo, Akhkerpi, and Sarpi 


maritime checkpoints at Batumi and Poti harbors 
airport checkpoints in Thilisi and Batumi: Arrports 


Hence, anybody else who comes up to you somewhere else 
on the highway or at a crossroads, on a train, wearing a 
uniform or not, armed or not, with credentials or not, who 
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passes himecl! off as a “custome officer” is nothing bul a 
highway robber and a criminal 


{Correspondent | don't suppose that means that Customs 
Depariment personne! are all free of sin 


|Lordkipanidze| Of course not When we carried out the 
Head of State's order “On Planned Measures To Stabilize 
the Situation In Lower Kartl,” we abolished the Bolnis 
Customs Office and fired all its 60 staffers and officials, in 
Marneuli we set up a new customs office, In the Pot 
Customs Office we fired the chief, and in Sadakhio we 
fired the entire 46-man crew of the customs post, which 
both local and foreign citizens had been lodging com 
plaints against. An investigation is underway, and so far 26 
men have been fired 


{Correspondent} Naturally, you will hire new ones to 
replace them. Isn't it possible, though, that one robber will 
be replaced by another’ 


{Lordkipanidze| Most of those who have been fired are not 
robbers. It's just that, owing to their own subjective and 
objective traits they are not able to meet the required 
standards. Let me tell you the requirements which an 
airport customs post inspector must meet: a college edu 
cation, completion of a special customs school or special 
courses, a customs service rank, fluency in Georgian and 
Russian as well as a working knowledge of another foreign 
language, age 35 or under, a “clean” record, good physical 
condition, good build and appearance, a high level of 
culture, and a certificate from a narcology clinic (some 
preference 1s given to women) 


After all this, a half-year contract is signed with the 
inspector, which will be renewed afler the trial period and 
certification 


In the past two years, no instruction has been provided 
now this is given priority 


Since 10 January, training has been provided in special 
ized courses for persons recruited for customs service 
These courses will be permanent and will be expanded by 
drawing upon qualifications-upgrading groups. An agree 
ment has been signed stipulating that this year about 60 
young people will be enrolled in one-month courses 
training customs service recruits in Moscow and Rostov 
About 35 customs specialists will upgrade their qualifica 
tions in Moscow. More than 20 will take short-term study 
and training courses under Euro-Association auspices in 
customs schools and structures of Europe. By summer 
plans call for opening a customs academy in Moscow, and 
a number of our young people will be sent there 


1 think that Georgia's Customs Service must be depolit: 
cizved not only on paper but in deed, so that the political 
ups and downs taking place in the country cannot influ- 
ence it. Its work has to be based on high professionalism 
and obedience to the law almost to the point of nitpicking 


[Correspondent| Sull, what 1s your impression of the 
customs service from the inside’ 
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|Lordkipanidze| Like others on the outside, | used to we 
two opposed forces—the smugglers trying to carry prohib 
ited or unauthorized goods out of the country, currency, 
and historical and national treasures, and bring in nar 
cotics, other psychotropic substances, weapons, ammuni 
tion, and so on. On the other side there were the dedicated 
customs officials who, sometimes at the cost of their life 
tried to prevent smugglers and narcotics peddlers from 
breaking our laws and carrying material goods away. | 
respected honest customs officials and hated those who 
engaged in extortion and made dirty deals with smugglers 
and narcotics importers 


If you can believe it, that’s the way it really «6. That's why 
the battle must be without compromise 


iCorrespondent| | believe you have a computerized 
export-import reporting network How has it helped you? 


|Lordkipanidze| We found that in || months of last year 
three times more goods left Georgia than came in. In 
another time and another country this would be taken as a 
positive, and we would have taken it that way also if we 
could be certain that all the earnings from the exports were 
coming into Georgia and not ending up in the safes of 
other countries 


Only 18 percent of the value of goods shinped out of 
Georgia on a barter basis came back in the form of 
commodities 


We have got used to seeing gas, utility services, and other 
bills being paid late or not paid at all. Unfortunately, many 
state and private structures owe billions to the state 
treasury. We have the ability to work with the National 
Bank, the Economics and Finance ministries, the Tax 
Inspection. and other departments to draft laws, regula 
tions, and directives and, through the customs service, stop 
the commodities and currency drain and recover at least 
some of the old debts 


The introduction of an effective record-keeping system has 
made it possible to assign the Customs Department the 
task of assessing and collecting excise and value-added 
taxes, but nothing has been done about the fact that the 
Customs Department needs a new assessment and collec- 
tion system of the kind it is not used to, and highly 
qualified specialists to run tt. Therefore, 1 proved impos- 
sible to start thes effort on | February as the law stipulated 


The other day, however, at our request we went to the 
Head of State. and many essential decisions were made 


iCorrespondent| What can you tel! us about arming cus- 
toms officials” 


| Lordkipanidze) At first we asked for a | .500-man customs 
security force with a general in charge in order to accom. 
modate our official functions. But after several rounds of 
battle against the criminal world, my “appetite” got 
smaller. If border units are strengthened sufficiently, if 
they can seal off the smuggling routes and at the same time 
secure the safety of the customs posts, we will be content 


with smaller. mobile. fast-reaction detachments, well 
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trained and armed with the best Alpha and Delia tradi 
tions, provided with the necessary transportation facil 
tiesarmored vehicles on land, patrol boats at sea. and 
helicopters inthe sky The equipment will be painted white 


and have its own insignia 
iC orrespondent| What do you wish for mow?’ 


|Lordkipanidze| To set up posts on the Pou and the other 
side of the Roki Tunnel 


IC orrespondent] Is that reality 


[Lordkipanidze| Absolutely. It's just a matier of time’ 
Acting General Procurator Views Status of Legal 
System, Laws 

O44A 148A Thilice SAKRARTUELLOS RESPURLIKA 

,¢ Vlas Ud pp j : 


in (sooreian 


linterview with Creorgian Acting General Procurator 
Dvhamiet Batilashvil: by SAKARTVELOS RESPUB 
LIKA Correspondent Davit Biteadze: “Law and Order Is 
Not an End in Itselt place and date not given} 


| Text) He was born in Sagaredzho in 1942, the son of a 
jurist. He graduated with honors from Tbilisi State Univer 
sity in 1969 and went to graduate school, He is a candidate 
of juridical sciences. For a number of years he worked in the 
Georgian Academy of Sciences Economics and Law Insti- 
tute, first as a junior and later as a senior researcher. He has 
published a number of scientific works. He has served in 
agencies of the Procuracy since 1977: he was Procurator of 
Sagaredzhoyvskiy Rayon, First Deputy | ransport Procurator 
of Transcaucasia, Deputy Chief and Department Chief of 
the Procuracy Investigative Administration of the Republic 
of Georgia, and Procurator of Kataisi. In 1991-1992 he 
served as a judge on the Georgian Supreme Court, and was 
a member of the Presidiom of that Court. In December 1992 
he was appointed a Deputy General Procurator of the 
Republic of Georgia. He is now Acting General Procurator. 


He is married and has three children 


[Bitsadze| Batono Dvhamiet. what is the Procuracy like 


today. and what problems does it face 


[Babilashvili|] The transition period to Georgian statehood 
The old style and 
methods of the Procuracy have nearly been changed, but 


has aleo left is mark on the Procuracy 


the new style and methods are not yet fully in place. In 
short, the Procuracy 1s a transition-stage state agency 
which is finding its place im the new system of state 
agencies. It will continue to function as the chief agency 
overseeing compliance with legality, its job 1s to see that 
complied with both by 
ciuzens and by officials and departments. The 
Procuracy has an investigative apparatus that 1s not very 
large but 1s very mobile and highly qualified to make its 
contribution to the fight against crime 


the jaw is uniformiyv and ful 


individual 


As for problems. we have plenty of them. People are tired of 
lawlessness and are waiting for the government to help. Stull 
crime 1s the most pressing problem. It 1s along this line that 
opinion. need to focus all ther 
s true that it 1s the Internal 


Pro urTacy reans 7) Ty 


professionalism and efforts. It 
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\fflairs and Security agencies that are on the front line of the 
battle, bul the Procuracy can and must make its own hefty 
contribution, This is proved by the hundreds of difficult 
crime cases by which our investigative officers have caught 
and instituted criminal proceedings against many dangerous 
criminals such as murderers, terrorists, gangsters, and other 
The Procuracy’s evidence i¢ used to jail 
dangerous criminals, in the courts my colleagues defend the 
state § interests in the battle against crime, monitor the 
lawful punishment of perpetrators, exercise oversight of 
convicts serving of time in places of incarceration and of 
the lawfulness of investigation procedures in the Security 
and Internal Affairs agencies, and so on. We regularly 
analyze the crime situation in the Center and the outlying 
areas and draw up expert recommendations 


violent felons 


| Mitsadze| Laws enforced now were passed by the total: 
tarian regime. Doesn't this make your work harder? Could 
that be why the fight against crime has not been effective’ 


[Babilashvili|] Completely new legal relations are now 
becoming established in our life, and naturally they will 
require the appropriate legislative adjustments 


However, because we are talking about crime we have to 
say that, in my opinion, a number of fundamental pecu 
larities are to be noted in this regard in the legislation that 
is in force: in some cases, a particular norm 1s clearly 
obsolete. an anachronism (for example, economic crimes) 
in other cases, however, many such norms are correct and 
in keeping with the times, but the necessary conditions for 
enforcing these laws are not yet in place 


Certainly, everything must be rectified in the course of 
time The implementation of normal legislation, naturally, 
will improve the law enforcement agencies’ effectiveness 
in keeping or Future legislation work will have to take 
account of the .calities of our life, the level of legal 
consciousness of the republic's citizens whom the norms 
are intended for, our national character, and other partic 
ular factors 


There are other factors. In present legislation, for example, 
for some reason a situation has taken shape in which the 
law protects the criminal rather than the victim, against 
the interests of the injured party. It should be the opposite 


Especially today, when the victim of a crime 1s virtually 
terrorized, under great pressure from the criminal or his 
associates, and there is no mechanism in the laws to 
protect him from it. The same thing ts true of a witness to 
a crime. It 1s this factor that 1s one important reason why 
a substantial number of cases are not solved, or if they are 
they never come to court because the victims or witnesses 
recant their initial testimony. This ts understandable 
because the people are afraid of the criminals and the state 
i$ NOt protecting them. | think immediate legislative mea- 
sures must be taken to rectify that situation 


[Bitsadze| In your opinion, what are some of the features 
of crime today’? What changes have there been’ 


{Babilashvili| Clearly, crime has become more organized 
Organized gangs have come into being, crime has become 
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their way of life. They have support in the state structures 
they are economically very strong and have the right 
connections, they control certain territores and certain 
types of business and trade. Many such gangs are now 
legalized, and some of them have acquired status and, as is 
the fashion these days, they have infiltrated certain official 
siructures (the law enforcement agencies have detatled 
information on them). The public is aware that the process 
of isolating them is underway, and hopefully we will finish 
the job 

Another peculiarity is that most registered crimes are of 
the violent category-—murder, robbery, bandtiry 


| mentioned murder. There has probably never been such 
an imecrease in the number of murders in the history of 
CGieorgian crime. Sometimes there are as many as 10 
murders a day in Georgia, and motiveless murders are also 
on the rise 


The criminal world has never been so well armed as today 
You can find all kinds of firearms in the hands of crim: 
nals, to say nothing of communications devices, night 
vision devices, and so on. Most important, criminals can 
acquire firearms easily, securely, and without hesitation 
Naturally, all of this makes it harder to fight crime and 
requires the use of additional detection, technical, and 
legal forms and methods 


[Bitsadze|] Batono Dzhamilet, what do you think of the 
death penalty, also lynch law” 


[Babilashvili] | am personally against the death penalty, but 
as a jurist and a procurator | denounce the savagery of the 
criminal world, whose criminal actions are characterized by 
unprecedented violence, cynicism, and arrogance. | think 
that society has to do something to protect itself, including 
the threat of the death penalty. Naturally, this is not really a 
solution to the problem, because the fight against crime. as 
we know, requires much more than making punishment 
tougher. It requires an integrated solution, and one clement 
of that has to consider the supreme penalty—the death 
penalty. From this position, | believe that this extreme 
penalty is still necessary in today’s Georgia. Life itself 
testifies to this. I'm referring to a situation that has taken 
shape in recent years: there 1s a widespread rumor that the 
death penalty has been abolished, and people have reacted 
with mob law, stoning criminals to death. This ts not 
befitting to a nation having the kind of legal traditions we 
have. As a punishment, the death penalty has not been 
abolished in our country. Last year, in fact, the Georgian 
Parliament introduced execution by firing squad, along with 
other penalties, for two new grave crimes, among amend 
ments in the Criminal Code (Article 65'—genocide—and 
Article 66'—for a mercenary taking part in an armed 
conflict or battle). The criminal world has to realize that 
society does have a tough tool to protect itself from ther 
depredations—the death penalty 


[Bitsadze| When the situation ts real tough and al! kinds of 
brutal and harsh crimes are being committed, how does the 
investigative apparatus work’ 
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[Habilashvili] The republic's investigative apparatus is 
working at full capacity, Investigators of the Procuracy, the 
Security Ministry, and the Internal Affairs Ministry are 
investigating ve \ serious cases, some of which are of great 
social resonance, including crimes by the ex-President’s 
allies in western Georgia, ethnic cleansing and genocide of 
ihe Georgian population by the Abkhazian separatists 
criminal violations in the monetary-credit system, the 
crimes of the Tatishvili brothers, the Svint Brotherhood 
ihe gangs operating in Curia and Lower Kartha, and 
others. Not to mention the numerous cases of terrorism 
murder, kidnapping, robbery, and other grave crimes 


L nfortunately, the republic's investigative apparatus is not 
yet very effective. Almost half of the grave crimes that are 
committed remain unsolved, and this adversely affects one 
fundamental principle of the fight against crime—namely 
that lability for committing a crime must be inexorable 
When criminals go unpunished, this encourages not only 
repeat criminals but also new persons to commit crimes 


lt 18 true that a big share of the blame for this goes to the 
investigative and detective services, but there are reserves 
to be found here as well, Frequently, investigations drag on 
for no good reason, the quality of the investigation is 
rather low, and so on, naturally. citizens are justified in 
their complaints and dissatisfaction, and the Procuracy 
must exert more control in this regard. The investigative 
service, of course, has plenty of problems of its own, but 
that «8 another subject 


|Hitsadze} Wouldn't one solution be to create a separate 
investigative apparatus—that 1s, to form a unified invest 
The way it 1s today, investigations are done 
separately by the Procuracy, the Internal Affairs Ministry 
and Security 


gative body” 


|Babilashvili] The suggestion to create a unified investiga 
tive apparatus is not new. It was berg discussed back 
under the old Soviet regime, bul for some reason no 
practical steps were taken. In the present former Soviet 
republics, now. there have been attempts to reform the 
investigative apparatuses, but it looks as if the effort has 
stalled. | believe that only Lithuania has a separate inves- 
tigative commiulttec 


The basic argument of those who favor creating a separate 
investigative apparatus 1s that the same agency ought not 
to both investigate and exercise oversight (it 1s the Procu 
racy they have in mind). This argument 1s probably well 
grounded. So some post-communist countnes——R ussia 
for example—have taken the step of granting the accused 
the right to appeal a procurator’s authorization to jail him 
as well as a decree to extend his jai! term, of course, there 
are plenty of opponents to this legislative innovation 


What route we will take wil! be revealed by court reform 
the creation of a separate investigative appa 
ratus is no panacea. | can name several leading foreign 
countries in which there are more agencies having the right 
f preliminary investigation than we have. In the U.S., for 
example. more than five agencies do investigations: the 
FRI. the CIA, the Tax Collection Department, the Drue 
Enforcement Agency. the Customs Service, and others 


(i course 
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Eminent specialists believe, however, that the point is not 
which department runs the investigation bul how well it 
performs its role in the justice system 


| Bitsadze| The public is aware that cases of the allies of the 
ex-President are under investigation, Isn't there a danger 
of scores being settled with political adversaries’ How 
effectively will the law be obeyed” 


|Babilashvili] Not to be too categorical about it, | will say 
that such a precedent is ruled out, This has been stated 
repeatedly by leaders of the government and the law 
enforcement agencies, and it has been backed up by 
concrete actions. We have reconciled hundreds of persons 
who have voluntarily turned in their weapons, and crim- 
inal proceedings against them have been stopped. These 
are persons who are not guilty of a grave crime 


Naturally, clemency does not extend to persons who have 
inspired fratricidal civil war and national fragmentation 
and are guilty of grave sins. These people include certain 
deputies to the former Supreme Soviet and high officials of 
the former regime, the chairman of the government and 
certain members of the government, prefects, leaders of 
armed gangs, and so on who are subject to imprisonment 
Some of them are already in custody, and some are being 
sought by the Internal Affairs and Security ministries as 
being guilty of grave crimes. The charges against them are 
criminal charges and have nothing to do with political 
motives 


[Bitsadze] The public is aware that the republic's enforce- 
ment ministries have been carrying out major operations 
against criminal gangs, they have been searching homes on 
a massive scale, jailing suspects, and so on. Isn't there a 
danger of ignoring the requirements of the law? 


[Babilashvili] Whenever the enforcement ministries pre 
pare for such operations, they have absolute information 
about the criminals, about the property they have obtained 
illegally, about their weapons, their narcotics stashes. 
wanted criminals, and other things, but for understandable 
reasons these do not require detailed discussion. As a rule, 
these operations are consulted on with the Procuracy, and 
we check on the legality of the plans 


The operations are participated in by the appropriate 
investigative officers, who ensure compliance with the law 
and the procedural aspects of detention, searches, and 
confiscation of any items obtained by criminal means. In 
short, we have created the necessary system to ensure the 
protection of citizens’ legitimate rights. In general, though 
such operations are new to our experience, necessitated by 
the requirements of the time, for its part, the Procuracy 
spares no effort to ensure that these encouraging efforts are 
made in compliance with the law 


[Bitsadze|} You mentioned court reform. How do you 
envision it. and how does it tre in with the Procuracy? 


{Babilashvili] A special decree of the Head of State has 
created a commission relating to court reform, and I am 
one of the co-chairmen of it. Court reform 1s essential, and 
it will be carried out as soon as stability 1s restored in the 
republic, when the executive branch has real control over 
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processes in the country, Agencies of the Procuracy will 
also have to be reformed according!—but gradually, in 
stages. There are a number of ideas about that, sometimes 
mutually exclusive ones, there are also some fashionably 
extreme notions about abolishing the Procuracy as a state 
agency and turning its functions over to various other 
agencies, Time will tell how this matter is to be resolved. 


| get the impression that there are forces in our country 
which are not pleased when such a legitimately academic 
and centralized body as the Procuracy is doing its job of 
protecting the state's interests. At one time these forces did 
everything they could to diminish enforcement depart- 
ments such as the Security and the Internal Affairs agen- 
cies, and to some extent they achieved that. What we got as 
a result 1s clear to everyone 


|Bitsadze| At a time when people are settling scores with 
each other through the use of weapons, how realistic is it to 
speak of law enforcement? Doesn't it add up to legal 
nihilism? 


[Babilashvili] To some extent it probably is, but let's also 
keep in mind that other countries on the road to freedom 
have been in similar and even worse shape and have still 
made it out of the crisis. It seems that a grave crime 
situation is the price society pays for democracy and 
freedom. Whatever difficulties we have, we must never 
forget the civilized form known as legal relations among 
men. The state and its agencies will have to do their part. 
We must strengthen citizens’ faith in the law, while those 
who flout the law will have to be dealt with effectively, up 
to and including the use of force, and this is being done 
with increasing intensity 


[Bitsadze}] One of the culminating stages of the justice 
system is punishment. How do things stand in Georgia in 
this regard? 


| Babilashvili] Things are worrisome in that regard too. The 
systern on which Soviet penitentiary policies were based— 
using prisoners as a cheap work force, the use of corrective 
labor, and so on, has been dismantled and 1s practically no 
more. The new conception, with its appropriate institu- 
tions and material base, is in the formation stage. Mean- 
while, prisoners—or, rather, convicts—need to be main- 
tained and employed, and this is one of our most serious 
problems right now. In fact, if the state cannot take care of 
a prisoner and comply with punishment procedures, its 
whole penal policy against crime will be in doubt. If we 
want to establish order, we will have to scale everything 
down, as they say, and take care of our prisoners in order 
to ensure continuity of the cycle of instituting criminal 
proceedings, court trial, and serving sentence. Otherwise 
these first two stages of the justice process will become 
purely a ritual, because criminal punishment will not fulfill 
the function which criminal law assigns to it in the fight 
against crime 


[Bitsadze|} What are the prospects of the fight against 
crime? Is there any cause for optimism”? 


{Babilashvili] The fight against crime is a long and difficult 
process. Our task now is to bring crime under control, and 
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our enforcement ministries really are up to that task, Once 
terrorism and banditry are wiped out, the crime rate curve 
will start to go down, hence, we really do have cause for 
optimism, Most important, public opinion is on our side, 
people want us to wipe out violence, robbery and looting 
and lawlessness, people want the chance to live and work 
normally 


[Bitsadze] Batono Dzhamlet, there has been considerable 
hullabaloo over bank credits these days. What is your 
position’? What is the Procuracy doing about it? 


[Babilashvili] By an order of the Head of State, we are 
tasked with coordinating all the work of checking the 
legality of credit issuance, this work 1s being done by the 
National Bank, the Chamber of Control, the Procuracy, 
and Security and Internal Affairs agencies. This work ts 
going on quite intensively, Still, it is very difficult and 
time-consuming. About 20 criminal cases have been 
brought up to requirements and are underway. Suspects 
have been jailed, and investigation is underway. The 
disposition is such, in general, that the basic aim of the 
investigation is to recover the credits to the state, and 
persons who voluntarily pay their debt will be granted 
leniency according to the law. So far, billions of coupons 
have been returned to the state. The effort is continuing. It 
is made difficult by the fact that many of our countrymen 
have taken the hard currency gained by converting money 
“resurrected” from the credits (we're talking about mil- 
lions) and stashed it in foreign banks. Unless they turn it in 
voluntarily, the appropriate legal steps will be taken to 
recover the illegally obtained monies 


[Bitsadze] There have been frequent explosions, sabotage, 
and terrorist acts, and various opinions about them have 
been published. What can you say about them, and what is 
the Procuracy doing? 


| Babilashvili| All of these acts are state crimes according to 
the Criminal Code. It 1s because they are particularly 
dangerous that the State Security agencies are tasked with 
combatting them. The Procuracy is involved with these 
problems basically in terms of overseeing legality. 


As to recent explosions, I know that intensive work is going 
on in the Security Ministry, and results will surely be 
forthcoming 


In general, along with the stepped-up assault on the world 
of crime a backlash is also quite possible, manifested in 
similar actions. Consider certain other factors as well: Do 
you think that in terms of safety everything has ended with 
the civil war? How many frustrated people are there, filled 
with the desire for revenge, because of their political 
bankruptcy and other base feelings? The war situation in 
Abkhazia and the fact that the republic’s internal borders 
are unprotected make it imperative that we be alert and 
watchful. Consider, also, the mafia clans’ struggle for 
spheres of influence. Hence, the various agencies have 
plenty to worry about. Until a crime is solved and the 
specific criminal is identified, therefore, it is difficult and 
probably awkward to assert anything categorically. 
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Many worthy men have fallen in the fight against crime 
including many law enforcement officers, Sad to say, some 
of their murders remain unsolved today. Consider, in 
particular, the treacherous murder of the Procurator of 
Tbilisi; serious efforts are underway to solve it, and the 
results are encouraging, We consider solving it to be a 
matter of the honor of the republic's Procuracy 


| Bitsadze] Material incentives play a big part in the inter 
esis of Procuracy officers. How do things stand in that 
regard? 


[Babilashvili] Things are not very well in that regard 
Practically everything these days depends on the officers’ 
enthusiasm and professional dedication. Many of them 
couldn't make it and have transferred to other structures, 
and others are quitting now, The majority realize that 
almost everyone is having trouble these days, and they're 
waiting patiently for a better future 


The Procuracy needs help if we are going to be able to work 
somehow. This refers to transportation, fuel, equipment 
and supplies, and so on, We don’t have the resources to 
have new uniforms made, and all kinds of other things | 
won't talk about now, All we ask is the minimum necessary 
to maintain the institution and keep a qualified cadre 
nucleus 


[Bitsadze] Batono Dzhamlet, what you have said should 
encourage readers who have suffered so much bitterness 
and pain in recent years. Can you add anything? 


| Babilashvili] A true Procuracy officer has always sympa- 
thized with anyone who is a victim of lawlessness. For a 
professional there 1s nothing more saddening and 
depressing than for someone to be tn trouble and nothing 
can be done to help him or ease the situation because of 
circumstances. And, sad to say, there are such cases in our 
experience. Eventually, undoubtedly, everything wiil fall 
into place, and law and order, based on reason, will 
triumph. Naturally, this is not an end in itself. It is the 
means by which to oper the way to constructive labor and 
ensure Georgia's economic and spiritual revival. My wish 
for our people is that that time will come soon 


Chairman Explains Reconciliation Commission 
Work 

944K 1149A Thilist SAKARTVELOS RESPUBLIKA 
in Georgian 26 Mar 94 p/ 


[Interview with Minister of State Givi Lominadze, 
chairman of the Temporary Committee on Emergency 
Situations in the West Georgian Zone, by Rusudan Lord- 
kipanidze: ‘It's a Long Way to Complete Calm’; place 
and date not given] 


[Text] “The situation in western Georgia is somewhat 
better. Processes are manageable, but we are still a long way 
from complete stabilization,” Minister of State Givi Lomi- 
nadze said recently at a session of Parliament; he is 
chairman of the Temporary Committee on Emergency Sit- 
uations in Georgia's Western Zone. 


And no wonder: as long as the front line runs along the 
Inguri, the process of reconciliation of supporters of the 
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former gervermement hae met been completed (by) me means 
hare all the cppomemte of the present government estended 
the hand of Triemdehip to ws), and they have pet to be 
divarmed. He off o long @ ay to complete calm 


Hecemtl the Coorgian Parliament « Juridical ( cemenieaton 
and the Juctice Mintetry drafted « statute “Cle Temporary 
( ommieetones for the Reconciliation of Sappertere of the 
(rovermment of the Ps President, Attached to Lacal Aden 
ietvative Bodice in the Pmergency Situation Zane of 
Western Ceorgia stipulating the creation organisation, 
and operational prev ederes amd jurtediction of the Recent 
batten ( cememiecton (that ie ehat it ie called fer chert) 


\e we knoe. Head of State bduard Shevardnadse leet year, 
in Olcteber called apen all fighters in the (-ameak herdie 
Kobalia ranks to tern in theit weapons and give themertves 
wp At the came time o guaranter of immunity eas given to 
anyone “he had net committed « grave crime The tack of 
etudving the caves of theese eho termed themerives in was 
termed over to the Preceracy, Wie, then, hee 1 become 
nheceveary to set ap reconciliation commicsions’ We ached 
(iv) Lominadre to anewer thie quretion and explain the 
statute: 


Ibietricts of " /ingretia. enfertenatel) are saffering from an 
information t. ine (Pwing to the particular argeacy of thie 
article. therefore we ached Communications Minister 
Priden lndrhia to do everything poveitle to wee that this 
edition makes it inte VMingrelia 


VW hye nace rien m ite rurnii Mat ' mek sand 
aher ea) armed whit are oaming in rather arer 
area ard at niminal armed gangs which 
try ite racherous acti hawea aueed the low of the 
na Ahkha aia time when weapon and medaine 
, pppoe’ to he w& to the Tron bul never gol there 
and notte tore wast formed of our fear and nol only 
heita + s hut worked harmon wiih the enemy 
mr Ae torres wet? is tancte meroenare and Abikha 
an weparatiats and almost gol ay fay at Kwiars the 
£ ; had hos hui 6 wee force The govern 
war ale awate that those forces aleo included 

s persons who had gone aviray and lost their way 

| hee 06 wel on had bed the Head i State i make his appr ai 
ahech he thowed cleat thal the government was not 
leresied in reprisals The Procuracy + agences would run 


hect | all adversaries who had turned in thes weaprrns 


lartiy. and anvone nol guilly of war CrImes, anyone 


| made o metiake and heen derweived would he 


a 
granicd emer ha othe (reorgian government and 


Pad arel She vardnadre peresonany at the Head of \Mtate if 


rdance with legislation in force. such persons would be 

sic’ humane and heiped im relurn 6 ther hoe OF 

sfet Mar heeded thi call many dednt There wae 

ndervianding in the law enforcement agencies as 

" Persons who came overt to the present government's 

ww supposed to be investigated y by the Proce 

7. ct et that work was Certaken | the 
Aflairs Minestry and the Securtty Monetry. or 

f the Defenses Minit: and a nurmhe f officoah 

AL ent qgualitications bul Hot the redicinon the 

ative mors 26 we ae niawtyul actrons 
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on the part of some law enforcement siructures and. in 
many cases specific eulyecte This ie what necessitated the 
creation of af imetitution desgned to detect organized 
groupe and arthed formation: supporting the es preedent 
mn the emergency fones Of weetern Cheoreia. a6 well ae 
persons acting against the Cheorgian government in other 
ways. and crhamine then acthone in a collegial manner 
taking account of public opinion 


Let me say aloo thal any affirmative decision by the 
( ommenen dors nol have the force of law. ft & HOt the 
final authority in the matter It ie supposed to study pullin 
opinion in particular rayons and cities, relay ft to Proce 
racy agencies, and they. in turn, are to take account of i mm 
making thes decison. if the investigation hat not revealed 
any grave crime committed by the epecific person 


The reconcihation commieson: are set up under regronal 
and rayon level adminintrative bodies in western Cleorgia + 
emerrgrncy rone 


|\Lordkipanidre| Who are the members of the commer 


wons > 


|Lominadre) Officials of regponal (rayon-tevel) administra 
tive bodies. members of Parliament elected from the 
relevant electoral districts. deputies to the local agencies of 
authornty and representatives of the public——all eith an 


equal vote of courw 


|Lordkipanrdzc| ( ould you say a couple of words about the 
rights and duties of the Reconcihation ( omminson’ 


iLomimadre!) To coordinate the activity of law enforce 
ment and other gate and civic bodies to Getect and 
reconcile persom. group: of persom., and armed wnits m 
oppowtioen to the government of Georgia. if, a6 | men 
honed, they have not committed a grave crime. within rts 
uriedectran to coordinate the activity of local law enforce 
ment agencees i order to prevent the punimhment of 
persons who oppow the government bul have not com 
mitted a grave crime, who have turned in thew weapon 
and ammunition. and have wnoerely repented of ther 
acthons. to create all the conditrom necessary to eee that 
woh persons are returned to their place of work and 
rewdence. to give ther guarantees of a peaceful life, and 
many other things 


| Lordkipanidrec! What are the procedures of the C omens 


won s work 


|Lomnadre| Bawcally | will work on the baer of cotirens 
individual of group satements also petitions coming im 
from enterprises. organizatrom. and eviablishments and 
representations from law enforcement agencies The mate 
rake are to be examined in 10 dave and a well motivated 
decision made 


iLordkewpanvize| What happens if ot found that the 


group of persons are nminal” 


actions Of 8 Dereon 





PRIN | SR O44 OGF 
5 Niew 1904 


lLominadsee| The material ie turned over to investigative 


age rh ee 


lLordkipansdze| te it poesitle to appeal a decison of the 
Reconcihetion ( ofmieon of an actor 


comme tran with the caamination of a caer 


lLomimadse! i can be done in the Temporary ( ormmitio: 


of the Emergency Zone, which has the right to overturn the 


{( ommmreeeen ¢ dec ier 


een hy tt in 
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‘ine mere couee for hope on the 
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provnnatels i) aiivatice wm ihe share if the fulure 1 he 
mechaniem for financing the difference in interest rates on 


heterm loans out of the budget may be used more 
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li is necessary to consider the federal budget together with 
other fundarme ital dex mons ON FCcononir poli . 

confirmation of the Main Directions for Monetary Policy 
and the reports and budgets of the off-budget funds 
Hesides 


the consolidated budget (that 6, those with the dratis of 


a macroeconomic projection and calculations for 


regional budgets) in primary form are needed within the 
Hudeet Message in order for a decimion to be made 
linfortunately not one of these documents has been 


submitted for consideration by the Duma oo far 


The 1994 federal budget 6 unacceptable in the form in 
which «ft was submitted. It 1 too harsh for our eoonorny 
which 1s still ailing. If the budget were rejected in the first 
reading, with precise recommendations given for revising 
it, a forward-looking eoonomic policy could be started as 
early as the second half of 1994. The 1995 budget could 
then be developed proceeding from the accomplishments 
i 1994 OF course, we could hardly expect 4 quich 
improvement in the socioeconomic situation However, it 
‘simportant to embark on a path that leads out of the abyes 


as soon as posuble 


Deputy Social Protection Minister on 
Sactoeconomic Policy 
(47077474 Moscow SEGODNYA in Russian 


Article by Yeveenty Shiemovich Csontmakher, deputy 
minister for social protection of the Russian Federation 
and candidate of economic scrences, and Tatyana Yugay 


href analvet of the Analytical C enter for Socroeconomn 


Poles of the Offer of the Preaedent of the Ruwesan 

Federation and doctor of economic scrences Social 

Pols in Which Direction To Navigate 

Teut he need tor the creation of iru larected socia 
nn iG ne heen urgent and wriaue corn fi 

; ou henid te mposed of personal work ih cveryvon 

4, ; ’ or ° 


i wore 


sphere mn the beat eocunleel times wee the 
cd siepdaughter 


f the muilttary-industrial compiles 
ind w her wicked aster—financial tlabilization. whict 
yimine | it the already scant expenditure on social 
ecd has shown up. Afr (a6 siwavea when ii Comes time 
ghien the «rews im ihe peopic who are left carrying 

ihe can. Yet the social sphere 1 the space of people 6 direct 
sole and unique life, which we want to 
“i any old how wughiy and m haste, bul with 


iat not ae ivilized wntnes then with 


ncreasingly becoming at 
npropitious and even danegcrous sphere of 
ahitation A threat to the health and normal reproductior 
reated In the last three years 
ne the bopthrate hea tallien from 14+ 4to%9 per ml ond 
is risen Tron ' 46 perm AS a resuil 

be, ming depopulated In the past year alone i 


i, wi t wy ww | he atura porn atiwor \¢ rease hat 
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heoome particularly threatening in Central Russia Mor 
lality at the able-bodied age is increasing alt a preferential 
fate, and, what is particularly alarming, ive already high 
child and infant mortality 1s growing also 


The sanitary-epidemiological situation has detenorated In 
ihe past three years alone mortidity from diphtheria has 
increased by a factor of | 7.4, from mensies, by a factor of 
4.1. typhoid, |.5, and tubercuiows of the respiratory 
organs, by a tactorotl 4 The growth of infectious disease 
is a direct consequence of the detenoration in the quality 


of food and the sanitary state of the citres and villages 


The situation mm the sphere of nature onservation iat 
published, possible misprint for ‘occupational safety | 
part ularly iNAUSpPICHOUs Injpuree 4 are sustained im imcueirs 
and agriculture annually by 400,000 workers of whom 
15 000 become invalids. and &.O00 die Cine out of every five 
working persons works under conditions that do not ' 
which haa led | " 


doubling of occupational iliness in the past five years almovw 


form to sanitary-hygiene standards 


Thus the disregard for the social constituent of the process of 
reform of the economy has brought the nation to the brink of 
physical survival. We could present a long list of factors that 
have reduced the people to such a life But ultomately they 
have all been brought about by the absence of a unified 
comprehensive social poli » which hes made the latter a 


gratis and optional supplement to macroeconom: 


The social minisinies work im an emergen firat-ard moc 


and lacking a concerted actiwr progran lisiribule morn 
tary resources to those who have become adept at lobbying tt 
the corndors of power or who are able to loudly make then 
The miner nimued bh 


presence known began it. 1 wae 


the arr trafln ontrollers teachers and doctors But there ar 
alen ¢ alegories of working people which wuld hardl, attract 
attention to themecives by shouting of sankes Scrence 


culture. and so forth are quretly becoming ext 


Now, when the original shock following the proclamatior 
of the election results has passed. there shortage 

miracuious prescriptions of a painiess retorn | he 
economy, up to and including the resuscitatior | state 
control). (ine of the best cxampics of thr 


maT dj hy ihe 


regulation (read 
genre 1s. for example, the infamous report pr 


Ruesiar Academy »f Nore nce } f eal LDenartrrc : 


The authors of the report prociaim a transition to a soci 
onented market cconomy. we « eave the 
judec the marketness Ww ihe proposal “it ae 
the “socmainess, things are not, to be I i. that darviing 


In so bulky a report merely one paragraph cach 1s devotes 


iO such components of social po as assurance is 
subsistence minimum. housing reform pensions and a 
reinforcement i the evetem of eocul a wances food 
assistance for the particular vulnerable categorv ed 
for young peopic, reorganizatior f shy lon { healt! 
are preservation ihe prains nature | Tee iyvpet ’ 
education. the fight against unemp ment. The many 
detect of the report is the absence of epecitic mechanim 
fa solution of these burning social problems. there ar 
even the most elementary ca at : ym nt? 
would cost the treasury and the taxspave nd the spect 
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‘Serp | Molot’ Plant Director Upbeat on 
bnterprise's Status 

Vdd O7ISA Moscow MOSAQOULSAAYA PRAT DA 
in Russian 8 Apr 94 pi 


[Report on interview with Serp | Molot General Director 
Nikolay lvvekov by BO Dmitriyey under the rubric 
Rumors’, place and date not given Serp | Molot Is 


Dome Fine’} 


Including in 
Moscow. Just recently, for mstance, 1 was said that one of 
the largest Moscow plants—Serp 1: Molot-——1s about to be 
shut down. Well, rumors they may be. bul the workers 


i Text] There are a lot of rumors everywher 


became concerned. Are we being thrown out onto the street” 
lt w= not difficull to guess whal panic may cause at an 
enterprise) Who benefits from inflaming the situation’ 
MOSKOVSKAYA PRAVDA correspondent posed this 
question to Serp | Molot CGreneral Director Nikolay I7vekoy 


| have to disappoint the sensation lovers: Nothing terrible 
Nikolay Yakovievich said. “On 
the contrary, after a certain decline in production, it 1s on 
Although, of cours 
problems. We had some unpleasant things happening 
before the plant stockholders’ meeting. Somebody was 


is happening at the plant 


the rise again we have our share of 


spreading the most outrageous rumors that the enterprise 
had been sold to “third parties.” In reality, outside com 
panies, which are the source of the rumors, did attempt to 
buy a controlling share of Serp 1 Molot stock. For instance 
ChIiF [voucher investment fund] Partnerstvo purchased at 
preferential prices from plant emplovees about 15,000 
shares and attempted to place their man on the board of 
directors. Fortunately, we managed to keep outside com 
mercial operators from participating in running the met 
allurgical plant, where incompetent people are simply 
Actually, | can tell you with certamty that 
Partnerstvo has little interest in our production. What 


dangerous 
attracts this firm is a different juicy morsel—huge com 
mercial space that may be used as warchouses 


According to Nikolay I7vekov, after unsuccessful attempts 
to place themselves on the plant joint-stock company s 
board of directors, the investment fund management 
began sowing panic among employees. In addition, clearly 
paid-for articles about the plant's unstable situation 


appeared im the vellow press 


continue 
Because there are no serious rea 


Right now we need to reassure the workers, 
Nikolay Yakovievich 
sons for concern. We are working successfully, mstalling 
state-of-the-art technologies, and are not even considering 
selling any of the plant's property. And anyway, how could 
me of the plants most needed in the country be sold” If we 
stop production, the entire radio, automotive, and watch 
making industry will immediately grind to a halt. Every 
body needs high-quality stee!. which 1s produced at only 


two or thre: enterprises it Russia 


Linfortunately a small part of the collective did fall for the 
temptation offered by commercial operators and sold their 
stock. However. in the opimior 
ment. the block of shares purchased by ChIP Partnerstvo ts 


several tomes smaller than the controlling share. So there 1s 


of the Serp | Molot manage 


RUSSIA 4) 


no reason to worry, The metallurgical giant still belongs to 
the workers and produces the output we all need 


Benefits, Drawbacks of State-Owned Enterprises 
Viewed 

Y441,.07358 Moscow IZVESTIYA in Russian 

IS Apr 94 pd 


[Article by IZVESTIYA correspondent Sergey Zhdakayes 
Are State Enterprises Good for the State? Production 
Democracy'’s Hopes and Disappointments’’} 


[Text] Tule—Viadimir Dronov and Yuriy Tarasov came to 
be plant top managers through the same scenario 
elections. 


Ai the end of the 1980's, in the fashion of the times, the 
combine plant was electing a director. Yu. Tarasov, who 
by then was already the plant's acting general director, lost 
the election. The job went to V. Dronov, deputy director of 
a neighboring plant—an outsider, so to say 


Tarasov, however, survived the blow and a year later had 
his revanche at the Tula Railroad Machinery Plant 
coming in ahead of seven contenders there 


Apparently, new ideas sound more convincing coming 
from a new person. Or perhaps it is true that no man 1s a 
prophet in his own land 


Now the era of production romanticism is becoming a 
thing of the past. Euphoria is being replaced by the 
rational, and emotions—by calculations. At recent stock- 
holders meetings of the Tula Armory Plant [TOZ], for 
instance, the delegates expressed no-confidence in out- 
siders and rather unanimously voted for the old director, 
N. Maslennikovy 


True, the results of the meeting are currently being chal- 
lenged. Opponents contend that the law was violated. But 
this no longer incites previous passions. Commenting on 
these disputes, a local newspaper offers the conclusion that 
‘the idea of elected management has exhausted itself. We 
have left this stage behind. And democracy does not apply 
here. 


The paper also speaks rather skeptically of privatization 
comparing it with collectivization. As to the stockholders 
meeting, it goes so far as to call it “a wake for the old 
TOZ.” “Now it ts a joint-stock company, which ts doled 
out puny crumbs from the budget, and the collective must 
look for a way out on its own.” 


Does this mean that the longed-for economic indepen 
dence has lost value in the eyes of the people and even has 
become a cause for condolences? 


Ruble Fquivalent of Freedom 


Generally speaking, the sad fate of a collective which “has to 
look for a way out on its own" does not evoke particular 
sympathy in the hardened hearts of the public. Therefore a 
trump card in the arguments against privatization ts that 11 
allegedly impoverishes the state, depriving it of its riches, the 
treasury—of revenue, and the people—of social protection 
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This argument seemingly even is supported by the eco 
nomic situation, The year 1994 began with delays in 
payments to budget-financed organizations 


But is privatization the culprit? In Yu, Tarasov’s opinion 
the reverse is true. “When I came to Zheldormash [railroad 
machinery plant], the plant was nothing but a burden for 
the state, producing |! million rubles [R] of output and not 
contributing a kopek to the treasury, Because there was 
only one type of tax then—profit tax, At the same time, it 
received R| million a year from the treasury in the form of 
subsidies. Since converting to joint-stock holding we have 
not received a kopek from the budget, while we paid more 
than R1.5 billion last year alone in the form of taxes. So | 
ask: Which is better for the state?” 


It was exactly privatization, in Yu. Tarasov’s opinion, that 
provided the plant with an incentive to m: Jernize produc 

tion. The Zheldormash put into production new track 

repair machines, which the railroad industry has 
“accepted” and gladly buys, and opened a new furniture 
production facility, creating 300 new jobs in the process, A 
considerable part of the profit goes into expansion of 
production. In the environment of general decline, Zhel- 
dormash increased its output by 20 percent. It managed to 
allocate some money for social needs as well: It built a 
|44-apartment house, purchased two buildings in a recre 
ation facility on the Oka River, and built a heated stadium 
and soccer field 


Of course, the insolvency crisis is affecting Zheldormash, 
too, but not to such an extent as, for instance, the combine 
plant 


The Dead Grab the Living 


The 12,000-employee Tula Combine Plant [TKZ] was 
officially considered a flagship of national agricultural 
machine-building. Although strictly speaking it built not 
combines but headers. Combines were made at Rostse! 
mash [Rostov Agricultural Machinery Plant], while the 
Tula flagship supplied header components for it 


At the beginning of the 1980's the TKZ, following Rostov’s 
footsteps, began modernization, which cost (according to 
official data) R414 million (today the same figure would be 
expressed in billions). Tula was supposed to put into produc- 
tion headers for Don combines—90,000 units a year 


The plant was declared an all-Union shock-labor Komsomol 
[All-Union Leninist Communist Youth League] construction 
project. Eyewitnesses maintain that the entire oblast con- 
struction complex worked on the TKZ modernization 
project. Equipment was brought mostly from Japan and 
Germany, and additional workers from Ashkhabad ((Ashga- 
bat)) and Tashkent. Venerable elders were brought in by 
plane from far and near mountain villages 


As the project neared completion, however, it came out 
that an error had found tts way into the calculations of the 
modernization project's authors: The battle for the harvest 
did not need 90,000 headers—16,000 would be enough 


After modernization—which, by the way, was never com 
pleted—the plant was left with R45 million worth of 
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unneeded Western equipment and special-use equipment 
for the production of wide-cut headers that cannot be 
moditied, “Good-bye to people's money invested in mod 
ernization, the transformation plant newspaper 
KOMBAYNOSTROITEL in the beginning of 1990 
summed up dejectedly 


The discovery was unsettling. New times were already 
knocking on the door, while the plant was firmly pos 
tioned to become a drain on the treasury. And since the 
treasury was getting increasingly emptier day by day, the 
plant, according to its newspaper, “kept beating on the 
door of its ministry begging for another handout.” 


Correctly appraising the situation, Dronov promised the 
collective “to rid ourselves of the demeaning role of 
Rostselmash appendage,” to retrofit the plant for the 
production of profitable and prestigious goods, and gain 
economic independence. This earned him victory at the 
elections 


Some consider it a Pyhrric victory, though. Dronov did 
break out of Rostselmash’s grip. Instead of harvesters, the 
plant is producing hitch-on combines, woodworking 
benches, electric motors, carts, and other apparently 
needed goods which were expected to ensure profits and 
hence economic independence 


So far, however, the expected profit—and independence 
with it—has proven elusive. The products are not selling 
well. Some because of the low purchasing capacity of 
agricultural consumers, others are not competitive, still 
others are not produced tn enough quantity to generate real 
income. As a result, the plant today owes banks more than 
R7 billion, which is, in expert estimates, equal to almost 70 
percent of the value of its property. Workers have not been 
paid for four months; the budget does not get any tax 
revenue. Unpaid lability amounts to R730 million. “In 
the current economic situation,” admits Dronov, “we 
cannot do without credits.”’ He means, of course, prefer 
ential credits, which strictly speaking are budget subsidies 
At the end of last year the situation at the combine plant 
was discussed in the government. Dronov was promised 
R5 billion, which he never got. “It 1s a paradox,” said one 
of Dronov’s colleagues commenting on the latter's request 
“In the past everybody dreamed of economic indepen- 
dence; now they demand help from the state. But if you are 
independent, what right do you have to ask for it’ The 
price of freedom ts business activities, a new financial 
strategy, and perhaps even deprivation.” 


Does History Repeat Itself? 


The first stockholders meeting at the combine plant ts 
scheduled for May. Dronov is facing elections again 
Except that now the decisive vote will come mainly from 
buyers, not stockholders. This is the substance of true 
economic democracy. Voting by their hard-earned rubles, 
consumers have no mercy on failing producers. And the 
task of the meeting's participants is to register and carry 
out their will 
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Plant Economist on Causes of, Solutions to 
Economic Crisis 


944107514 Moscow RABOCTIAYA TRIBRUNA 
in Russian 27 Apr 94 pp 1-2 


[Article by V. Kokorin, automated assembly line plant 
economist: “Either There Isn't Enough Money, or Else 
Not Enough Sense Releasing Prices to Stimulate 
Production and Then Cutting Production to Ease Inflation 
Is Insanity, not Economic Policy, Says Plant Economist’ 


[Text] The nonpayments crisis that has struck our economy 
is a Russian variation on the overproduction and market 
crisis characteristic for a market economy. Here, as in the 
general case, insufficient income and demand from the 
majority of the population lie at the base of the crisis, It was 
inevitable that our production would get into a market crisis, 
because the structure of our production was designed for a 
weak differentiation in incomes. As soon as that differenti 
ation increased, as soon as the incomes of some increased 
and others decreased accordingly, then it was immediately 
obvious that some of output was not finding a market. 


Large incomes are spent completely differently from small 
ones. And when some found themselves unable to buy 
furniture, clothing, and expensive foods, others found they 
needed real estate, Mercedes, and even private account in 
a foreign bank 


Demand has dropped in the mass market and increased tn 
the elite market. If we had a closed economy, then the 
increase in demand for elite goods would lead to an 
increase in their production, thereby stimulating general 
economic growth. Imports got in the way, though. The new 
bourgeoisie, naturally, preferred higher quality foreign 
goods. On the other hand, the mass market was swamped 
by imported consumer goods and food, which exacerbated 
the market crisis for our own output that had already 
broken out 


The majority now cannot buy imported goods to the extent 
they used to buy their own. The former are not cheap 
enough to compensate for the population's declining pur 
chasing power. Partially for this reason, imported con 
sumer goods and foods enjoy a demand because the 
majority of the population has become so poor. Who. say 
would prefer imported oi! to our own Vologda oil if their 
income hadn't dropped” 


It is not quality, however, but our poverty—this 1s mainly 
what has made imported consumer goods and food com 
petitive. We are getting goods intended for third world 
countnes, for nations that don't sneer at them. In the first 
quarter of this year alone, of the imported meat and 
sausage products inspected by the State Trade Inspec 
torate, nearly 60 percent were rejected, as were over 70 
percent of the alcoholic beverages and more than 40 
percent of the tea and cofice 


A piquant situation has come about. The poverty of the 
majority of the population has made it profitable to import 
cheap goods that have no demand abroad because of ther 
low quality. The reverse 1s true as well: the huge incomes of 


a minority have made it profitable to import goods that do 
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nol enjoy great demand in the West, since they are too 
expensive, Whereas our output has proved less than com 
petitive on the mass or the elite market 


The overproduction and market crisis 1s being aggravated 
by the sharp cut in what are socially absolutely essential 
state expenditures. The budget deficit is no testimony to 
the fact that they are too great, Unlike years past, the 
budget deficit today is the consequence of low state 
income. Not that long ago, the state comprised a powerful 
military-industrial complex and generously financed sc 
ence and education, whereas today there is no money for 
anything. Naturally, the social product ‘vas been cut. But 
expenditures for defense, scvence, and education have been 
cut even more. The only item that has increased 15 the cost 
of maintaining the state apparatus. This latter, however 
comprises a relatively small portion of (otal expenditures 
and do not affect the financial situation substantially 


The actual reasons for the budget deficit arc well known 
the loans to commercial banks al a negative interest rate 
that 1s, for all intents and purposes, subsidies. This is the 
transfer into private hands of income from export-import 
operations, this 1s uncollected taxes from merchants and 
naturally, the export of capital on an unprecedented scale 


The flourtshing of trade and banking structures costs 
society dear. Maximally high taxes on producers does not 
help, and an extremely harsh financial policy with respect 
to production 15 not gong to save the situation 


Financial policy in the sphere of turnover has turned out to 
be too soft. If the public funds that now go into trade and 
banking capital were to go into state income, we would now 
have the healthiest budget in the world—that 1s how mightily 
the country’s population has been robbed in these years 


They are keep insisting on trying to convince us of the need 
to live within our means. This 1s a rather banal truth. In 
fact, however, we are being forced to live much worse than 
the funds available would allow, to spend on defense 
science, education, and the rest much less than what 
society's cash resources make possible and what 1s abso 
lutely essential for the satisfaction of society's needs 


The nonpayments crisis 1s going to continue to intensify 
until the demand for output 1s cut both on the part of the 
population and on the part of the state. This 1s what our 
radical reformers ought to have in mind if they really do 
intend to halt the decline in production. But are they aware 
of the scale and complexity of the task” 


A monopolized economy has a long hard time coming out 
of a crisis. By way of illustration, one could cite the United 
States. In 1929. a crisis broke out, but there was no 
improvement until the very beginning of World War I! 
Whereas our market has been deformed to a greater degree 
than during America’s Great Depression 


The government 1s preparing draft documentation for the 
introduction of a bill of exchange circulation. This 1s what 
the Finance Ministry sees as the final solution to the 
nonpayments problem. But who, one might ask, 1s gorng to 
honor a bill of exchange from our goods producers’ The 
commercial banks’ Possibly. But only on condition that 
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the Central Bank is obligated to do a stock-taking of these 
bills of exchange. But this means inflationary financing, 
the emission of money not secured by goods, The bill of 
exchange is no salvation where the final solvent demand is 
limited and dropping 


In order to overcome this overproduction and market 
crisis, which is classic by its very nature, and which has 
been called the nonpayments crisis here, it 1s essential first 
of all to limit the differentiation in incomes, what 1s called 
in the West an incomes policy 


Think of F. Roosevelt. In a message to Congress in June 
1935, he proposed introducing 4 progressive tax on major 
wealth and corporate profits. Congress approved the bill 
In the West, people realized long ago that excessive con 
centration of wealth at one pole and poverty at the other is 
the basis for economic crisis as well as social conflict 


Meanwhile, in our country, not only 1s no sensible incomes 
policy being carried out, on the contrary, here everything ts 
being don. for the fantastic enrichment of a minority and 
impoverishment of the majority 
other causes for the nonpayments crisis. The government 
is constantly delaying the repayment of debts to agriculture 
and the fuel and defense industries and violating budgetary 
discipline for science, education, and culture. Meanwhile 
all social and economic expenditures are being ascribed to 
the necessity of fighting inflation 


This does not exclude 


There is some logic in this behavior, of course. Our 
economy does not have any natural, internal barriers to 
inflation. This means inflation can be weakened only by 
relying on artificial barriers, which in the final analysis will 
always come down to saving mone) 


All this 1s correct, but unfortunately this 1s not an instance 
when the end justifies the means. Actually, that’s not even 
so. What the government considers a goal (stable prices) in 
actuality 1s only a means, whereas the government looks on 
the actual goal (production) only as a means for stabilizing 
prices. Everything 1s confused in the Oblonskiy house! 
Releasing prices for the sake of stimulating production, 
and then cutting production in order to ease inflation. 1s 
insanity, not economic policy 


The problem ts not at all a matie rag inflation or 
decline but in extricating outs!\. the idiotic situa 
tion in which we have to choose beiween inflation and 
decline. This requires the restora\ion of state control over 
prices. Under our specific conditions, however, this kind 
of control will be sufficiently effective only if contro! over 
the movement of goods is established simultaneously 
Right now we do not know, generally speaking, at which 
line between a market economy and a planned economy 
we will be able to halt the decline in production. Nonethe 
less, we must act without delay. The nonpayments crisis 1s 
entering its final stage, threatening to paralyze all industry 
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Businessmen Propose Cooperation with 
Machinebuilding Sector 

Y4IFhO/SIB Moscow ROSSIYSAIVE VEST in Russian 
I? Apr 94 pS 


[Article by Ye. Temehin, under the rubric “Investments” 
“Where to Put Capital: In Snickers or Lathes’: Commercial 
Structures Offer Their Assistance to State Enterprises] 


[Text] Something seems to be starting to change in our sick 
economy: for the first time a group of major businessmen, at 
their own initiative, have approached Anatoliy Ogurtsov, 
chairman of Roskommash [RF Committee on Machineb 
uilding}], with an offer to collaborate, It used to be just the 
opposite: Roskommash sought out partners among commer 
cial structures, But didn't find any. It 1s more profitable to 
invest capital in Snickers than in lathes or turbines. There ts 
practically no risk involved, and a speedy accumulation of 
capital is ensured. Machinebuilding ts a long and risky affair 


Russia's machinebuilding complex finds itself in a very 
difficult position—mutual nonpayments, a lack of working 
capital, difficulties with the market and output, and so on 
Last year mutual nonpayments and creditor indebtedness 
reached nearly 6 trillion rubles [R]. In January another 
more than RI trillion was racked up. Tractor and combine 
plants are standing idle. the collectives of our glorious auto 
giants have been put on forced leave, and our lathe 
builders and instrument makers are just barely working 


(ne of the instigators of the meeting with the industrial- 
ists, Aleksandr Yefanov, chairman of the board of direc 

tors of the Mikrodin AO (joint-stock company), stated that 
commercial structures possess sufficient capital to support 
financially several sites of the machinebuilding complex, 
but doing thes will require above all strictly selecting, with 
the help of experts, pilot projects for potentially progres- 
sive output that 1s certain to be competitive and that will 
enjoy elevated demand on the domestic as well as the 
foreign market. “Mikrodin AQ.” he said, “is a happy 
exception. We have no problems with marketing our 
output or with nonpayments.” He explained that it 1s just 
a matter of the system he put together: NIOKR [scientific 
research and experimental design work |—financial organt- 
vation—marketing. These are the three whales on which 
the Mikrodin association rests. First an interesting and 
promising project, then a study of its marketing possibill- 
ties, and, after that, its financing. The main misfortune of 
many enterprises is that they do not use this kind of 
system, or in any event they lack the two most important 
links in the chain—-marketing and financing. Abroad, 
banks work with industry in the closest possible way. This 
has not been set up here 


(ne person who spoke in the wake of the industrialists said 
that work in this direction ts our last hope. Someone else 
added that this meeting between financiers and industrt- 
alists could become a historic turning port in machineb- 
uilding. In short, fine words were spoken at this confer- 
ence, hopeful words 


But | sat there and listened and thought that many fine and 
hopeful words had been spoken in recent years, but the 
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reality is much worse. Tens of plants have come to a 
complete standstill, hundreds are working three or four 
days a week--there 18 no money even for salaries, The 
reasons for this misfortune are well understood by 
everyone, and there are plenty of plans for getting out of 
this labyrinth, but just which of them wall lead us out into 
the bright market future’ We are drowning in macropro 
grams, of which we are periodically informed, but how do 
are they going to be carried out on the microlevel? What 
specific plans are there on this score’ 


Anatoliy Ogurtsov, Roskommash’s chairman, told me that 
a few days ago the leaders of the industrial committees, 
famous academicians. and representatives of bankings 
structures had gathered and discussed how to get out of the 


present impasse, and they never did come to a unanimous 


opinion. Each group has its own macroprogram, each of 


which contains good ideas, but they mesh badly. At 
Roskommash they made an attempt to synthesize them. A 
working group of |] highly experienced financial analysts 
was created. They got hold of “outsider” programs 
(although this is not always easy, we have retained the old 
habit of not showing ‘outsiders’ our “secrets’’), subjected 
these programs to painstaking analysis, selected the most 
far-sighted elements. and added their own 


At the meeting between the machinebuilders and the 
“sharks al contradictions were noted in 
the goals of industrialists and financiers. Most important 
to the former, in order for such giants as ChTZ [Chelyab 
insk Tractor Plant}, Rostseimash, and others like them to 
take up work again. was that their mmvestment return 
workers and engineers from their forced leave. The other 
side was interested in something else. The president of the 
inter-branch commercial Resurs Bank, Semen Epshteyn 
said sternly that bankers were acting in this instance not as 
altruists or as patrons, but were guided above all by the 
market against foreign intervention 
And there is only one way to do that: by investing in pilot 
be selected very carefully, not 
only for their technical characteristics but alsu for their 
marketing possibilits Banks are not going to 
invest capital in something that the market doesn’t 
demand and that will not vield a definite profit 


of capital, s 


desire to defend ou 
projects. Bul these have to 


iS well 
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In his opinion, it makes no sense to invest capital now in 
a tractor or combine giant, because their current mass 
output is not in demand in the market, All you can do here 
is get bogged down and go bankrupt, It would be another 
matter if there were new developments that were prom- 
ising from a marketing aspect. In that case there would be 
food for thought 


After the second meeting, Roskommash created in quick 
order its Own expert commissions, which must choose 
what they think are the most promising projects 


These will be subjected to expert banking analysis, and 
then they will see 


The fact itself is important. For the first time in the years 
of economic reforms, commercial structures have turned 
away from Snickers and toward machinebuilding, which 
never yields quick or large dividends anywhere in the 
world but does ensure the prosperity of all other branches. 


This meeting of young native capital and our old machine- 
building may set off a saving spark. We will have to wait a 
month. That was the deadline set. 


DELOVOY MIR Economic Statistics, 13 Apr 


9441-0731A Moscow DELOVOY MIR in Russian 
13 Apr 94 p4 


[Report by Valeriy Galitskiy, Aris Zakharov, and 
Aleksandr Frenkel, Russian State Committee on Statistics: 
“Production Output and Price Dynamics as of 5 April’’] 


[Text] 
Prices for Consumer Goods and Services 


Over the period 29 March to 5 April 1994 prices for 
consumer goods and services rose by 2.2 percent, including 
for foodstuffs—by 1.4 percent, nonfood items—by 1.9 per- 
cent, and for-fee services for the population—by 11.9 per- 
cent. The highest rate of increases in prices for goods was 
registered in cities of the East Siberian economic region, 
and for for-fee services for the population—in the cities of 
Northwestern, West Siberian, and Far Eastern regions. 


Indices of prices for consumer goods and services in the 
consumer market were as follows (as a percentage of the 
preceding observation date): 
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Distribution of the sian Federation population by per capita income was as follows 
| Jonwery March 1994 
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In January-March of 1993, 59 percent of the population had a per capita income of less than R10,000 a month, 
percent—between R10,000 and R 20,000 a month, and |! percent—more than R 20,000 


The change in the value of swhsistence minimum of the Russian Federation population in 1994 is shown in the following table 





1994 per capita average RB thowsands « month 
lotal population tre bod ing 
work eligible population pensioners children 
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The income of |/ percent of the population (25.2 million persons) in the first quarter of 1994 was below the subsistence 
minimum value, of these, the income of 6 percent of the population was below the value of the consumer food basket 
which in the calculation of the subsistence minimum amounted to R 37,000 


Distribution of the Population’s Monetary Income 


(in percentages) 
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{f aiculations show that the ate of growth of nomina 
income in the high-incoorn group is twice as high as the 


analogous indicator within ihe low- incor group 


in the firet quarter of 1994 the average wanes earned b 
workers increased | 5-fold as compared to the first quarter 
of 199). The estimated average wage in March amounted 
to 8 160.000 and increased 6 &-fold as compared to Marc! 
i19Vt Real average monthly wages calculated alter ta 


toring in the consumer price indesn declined in the fire 


quarter of 1994 by 4 percent as compared to the fire 
quarter of 1993. and in March 1994 as compared to Marc! 
V9 l--by | percent 


Fe mployment 


The total economically active population in March 1994 
numbered about 7S muillior of 0 percent ff ihe countn 
total population OF them, 70.5 mullion persons wer 


engaged in all categories of economn activities and 44 
millon persons were not engaged hul actively sear 
and in keeping with ILO) methodology wer assified a 
unemployed. Taking into account those working part-tim 
total unemployment potential amounted to 4.4 

persons, or |! percent of the economically active pop 

ion. One milhon persons, or |.) percent of the tota 
economically active population, were officially designated 
as unemployed by organs of the state employment service 
Moscow, Not Regions Urged To Direct Fcoonomik 
Reforms 


V44E0774AM w RAROCTIAYA TRIRUNA 


Article by Yuriy Sosin, director of the Screntific Researc! 
ind Management | 
Practice of Economic Reform Unusual Thoughtlessnes: 


t enier yf by iblerms« i } mencrmni 
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has evoked such authent nierest among specia © oe thy 
first Message of the president of the Russian Federat 
the Federal Assembly, “On Strengthening Russian Stat 
hood lhe document can be ewed if ious wa 4 
there loubt about e thing The Message 
brought Ye Cravda iL apenriments to a ' 
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\ll of Ressia will long remember Ve. Cavear 
because only SO percent of the 1990 economic potential 
remained intact there It is mecessary to change priorities 
and period keep kev sectors of industry ender government 


jurisdiction during the transition 


thinks the chairman of the economics committee of the 
Democratic Party of Reesia. Viediemir Levitand Oar 


ore spondent sp she with him 
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Thanks to the pragmatists in all stages the economy is still 
functioning somehow and the infrastructures are still 
whole. The government has undertaken a number of 
protectionist measures to protect the national producer 
Hut it 18 too early to get Our hopes up, In terms of many 
indicators, the crisis, | repeat, has entered a destructive 
phase 


|Hadov]} Let us sum up 4 certain outcome from the Russian 
shock therapy.” Is it true, as inveterate opti 
mists assert, that the critical phase of the criss of the 
economy i behind us and the forces of market sell 
regulation will rectify the situation themselves’ 


version of 


|Leytland| In January 1992 the “government of intellectu 
als” ventured to refrain from state regulation of economn 
processes, concentrating on macroeconomic policy. So 
that the market could start to function and money would 
commodity of commodities,” a simple gen 
achieving a deficit 
and restricting the 
The result was the opposite of what was 


become the 


tlemen's “collection” was proposed 
free budget. stiffening credit policy 
money supply 
expected: There was sharp decline of production, high 
inflation, a growing threat of collapse of the state sector 
and ineffectiveness of the weak private sector. There was 
an mereased tendency toward deindustrialization of the 
national economy with a real prospect of turning Russia 
into a cheap market for raw maternal and work force for 


highly developed countries 


| Kado 
adjusted 


Hut there are also signs that the course is being 


ilLevtland| The failure of the policy of macro-stabilization 
forced the government to take the reigns but, in the big 
picture, the course that was selected has not changed: from 
iberalization of prices—to demonopolization. Stull i 
seems to me that we must take the opposite path, that 15, to 


iberalization through the creation of competition 


The real condition of the economy, the extreme level of its 
monopolization, and the “difficult” structure as well as the 
ck of an effective competitive environment make it 
necessary to change economic priorities. The potential 
base for the new economic policy would be the consumer 
sector defining and not backward development of 1t—onlys 
lek apabl yf restoring mate rial incentives for labor and 
mccumulation, which will move the investment process off 


ihe mare 


Next | want to say something that wi ause genera 


among the radicals) During the transition 
period we must keep the key sectors of mdusiry. the most 
nportant ones for the survival of the entire economy 
nak late contro 
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the form of ownership is frequently not accompanied by 
the elimination of monopolies. In order to escape the 
vicious circle it 16 necessary to use the as yet unforfeited 
ability of the monopolized sector to stabilize and maintain 
the level of industrial production 


Further, through state regulation it is necessary to change 
price ratios in the economy in favor of the nonmonopo 
lized sector. Such a system of shifting relative prices will 
make it possible to stimulate rapid development of small 
and medium-sized entreprencurship and to set the mech 
anism of competition in motion. It is necessary to restore 
the national market as well, The most important thing for 
Russia is still a market within the boundaries of the CIS 
countries. | consider the deepening tendency toward iso 
lation of national markets to be unpromising and dan 
gerous 


[Badov} And what about inflation” 


|[Leytland] There is no miraculous means of curbing infla 
tion as long as the factors encouraging it are in play. | 
would include among them the government's cagerness to 
raise prices of energy sources and raw material to the world 
level while the exchange rate of the ruble is declining and 
monopolized large sectors of the economy are uncon 
trolled, and money 1s being printed in “waves.” 


The only real ways of fighting inflation are at the micro 
level. Such a deep and steady depression throughout the 
entire front of the economy as we have today cannot be 
surmounted with ordinary market methods. | think that in 
very short periods of time the industrialists, trade unions 
and government should conclude a General Agreement on 
Wages, Prices, Profit, and Capital Investments. After this 
officially regulated prices can be legally documented as 
makimum prices 


There 1s an urgent need for indexation of the assets of the 
enterprises. We need an official monthly price indexation 
based on the balance of the industrial and product “bas 
kets. with priority for agricultural products. Finally, we 
must take steps to abolish the value added tax in both 
construction and agriculture 


iBadov) So you do not share the favorite idea of the 
monetarists about a “deficit-free budget at any price 


[Leytland] A budget with a zero deficit under conditions 
where only half of the pre-perestroyka national income 1s 
left and you cannot knock very much off state expenses 1s 
a utopia. The main measures in the area of finance and 
credit should be aimed at surmounting the crisis and 
stimulating production and business activity, which will 
produce added national income and hence more for the 
budget 


architect of the reform.” Graydar 
seems to have marked the end of past illusions and 


The resignation ol the 


seductions. We have all emerged from a situation wher 
freedom of entrepreneurship was suppressed and denied 
To use the apt comparison of our great compatriot and 
Nobel prize winner Vasiliy Leontyev, we were trying “to 


ust like that. Newher 


teach penguins to fly 


ry nguins 
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nor “storm petrels” will replace the pragmatists if we really 
do not want to create an efficient economy where everyone 
pays his own bills 


Free Labor Party Secretary on Party's Activities 


441.075 2A Moscow AURANTY in Russian 
No 66, 8 Apr 94 pad 


[Interview with Aleksandr Orlov, secretary of the Organi 
vation Bureau of the Russian Free Labor Party (RPST), by 
Viadimir Nazarov: “A Computer Instead of a 
Megaphone | 


[Text] It is easy for a journalist to work with Aleksandr 
Orlov. | must elaborate on this—you call without looking at 
either the clock or the sheet on the calendar. He is practi- 
cally always at his job, but if he is away on business, you can 
get information from his closest assistants. | did call: on 
Saturdsy and on Sunday, early in the morning and late at 
night, called without any special need for it. At first this 
“ordnung,” so highly valued by Germans, delighted me, but 
later on (a shovel full!) I felt vaguely irritated. What is this, 
I thought, selfless devotion, sacrifice? Or a game? After all, 
it is not a fire brigade, nor a street stall—it is a party, the 
Russian Free Labor Party (RPST), where Aleksandr Orlov 
is the secretary of the Organization Bureau. He immediately 
dispelled my doubts: 


This staff of ours really does do a lot of work—but not 
under duress, and not because of high wages. We all hold 
the same views, for us the work office is a political club 
Who watches the clock in a club? I leave work, let's say, at 
one in the morning, and they ask me, with irony: is this free 
labor’? Of course, | answer sincerely and very much in 


earnest: this 1s the freest labor.’ 


Ai this pornt it was hard for me to keep a straight face. The 
point 1s that Orlov’s doctoral dissertation also touched on 
and included the problem of leisure. This was natural 
though, and offered me grounds for my smile at the RPST 
Everything clse here ts serious: the clear vision of goals and 
We will go back to 


this, but for now, a little about the party 


tasks, the clear-cut work of the staff 


The RPST 1s one of the “oldest” in Russia—it was created 
as far back as 1990. At that time it was a party of newly 
sprung-up entrepreneurs, cooperative workers and 
Hence its small size, and indeed, small fame. Last 
changing of the guard” took place at the con 


gress—Ivan Kivelid: was elected chairman, and Aleksandr 
f pels 


farmer 
lune, @ 
»v headed the organizational bureau. Orlov: ‘several 
ipproaches to the party's future activity were proposed at 
the congress. The ones that won—won The RPST 
hanged not only its leaders, but also its onentation. Now 


it expresses interest in private ownership l ask Orion, 


i\Navarov Aleksandr Sergeyevich, tell us precisely, how 
loes the RPST differ from other entrepreneurial parties’ 
From the Borovoy Part let suppose 

Cn Roughly speaking. the Borovoy Party 15 a party of 
irge capital. which we concede to it without a fight. In the 


phere of our work, we have problems of ownership 
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problems of the middle class—the very class which sup 
ports any state—and which is destroyed in our country by 
the power of property owners who do not want to see that 
this 18 also destroying the country 


|Nazarov] A “property owner” 1s a painfully eroded con 
cept, What is the necessary property qualification for 
entrance into the party’ 


{Orlov} Nothing like that, We regard as one of us everyone 
who «8 aware of the primary human need—to freely 
acquire, possess and have at one’s disposal one’s own 
property. The value of the private property or business is 
of absolutely no importance to us: let it be an entire plant 
or a single share bought for a voucher, or intellectual 
property The main thing 1s the psychology of the owner 
Alter all, you can be a very rich person and at the same 
time be a contemptible person 


|Nazarov] Aleksandr Sergeyevich, the RPST consists of 50 
regional organizations. This looks like quite a wide-scale 
operation, But there are only 7,500 members 


[Orlov] This is not many’ But why is this not many’ 
Indeed, there are clearly not enough of these forces for 
public meetings, picketing and street fighting organiza 
tions, but revolutionary shocks are not incorporated in our 
Strategy or our tactics. The party has grown recently, new 
people have come, and more will come—without a doubt 
We are interested not simply in the “growth of the ranks,” 
but in qualitative growth. Let us say, the Vorkut miners 
persistently proposed Kivelid: as a candidate from ther 
group for the former Supreme Soviet and the State Duma 
The Cossack oblasts—on the Don, the Kuban—give us 
This does not at all mean that there are 
larger organizations there. For example, there ts only one 
RPST member—the director—in the huge Uralmash 
Plant. Is this a lot or a few’ 


200d support 


Do we need another party 
committee at the plant’ 


The RPST has true friends, and some of them are some 
times still allergic to the word “party.” They do not want to 
legalize the membership (and they are acting correctly) 
but they are ours.... Of the well-known people | will name 


Oleg Tabakov, Viadimir Etush, Gennadiy Khazanoy 


|Navare \ 
‘ ampaign 


You were not noticeable in the past pre-election 


lOrlov] We took virtually 


no part in it. Why should we’ 
Nevertheless, we have representatives in both houses of 
parliament. in the government, in the state duma. Indeed 
at the present regional clections, the local organizations 
themselves decide. whether or not to put forward a cand 
date trom the RPST. If yves—we can finance the pre 
clectior campaign, if not we do not insist. There are only 
® of our 


Russia 


andidates standing for election throughout 


[Nazaro it vo ion t mind, | would like to talk a bit 
about the party staff. | heard: The Volskiy Party almost 
copie ihe work ft the f psi stall Even the furniture 


ree mible« i] 
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[Orlov|] You see, after all, | too went through a period of 
work on the CPSU staff, This is a serious school, it helps 
me a great deal even now. In any case, | know how to 
organize staff work, | know to whom to offer a job and to 
whom not. For example, we don't need specialists in 
“pumping up” or “organizational work,” we don't need 
fiery orators—none of these talents are called for in our 
work... Our man should work with a computer, and not 
with a megaphone 


|Nazarov] Whose talents can be called for in this case’ 
How many are on the party staff 


[Orlov] We have about 30 people working on the staff 
Many are scholars: sociologists, economists, political sei 
entists, philosophers. The task of today’s staff member is 
expert service 


[Nazarov] Boast about your achievements 


[Orlov] We have no special achievements yet, perhaps, 
but.... Long before 12 December, our sociologists pre 
dicted Zhirinovskiy'’s victory at the elections. They also 
predicted sufficient passivity from the electors 


We are doing a great deal of interesting work now, as well 
For example, we are following and analyzing the activity of 
almost 40 parties in Russia 


[Nazarov] Which of them have serious chances for 
success’ 


[Orlov] This includes Zyurganov’s party. After all, in our 
country they either reject it in a narrow-minded way, or 
extol it, without noticing that the party has serious and, in 
my opinion, progressive movements. They have not yet 
finished with extremism, but the directors are seriously 
looking at the social-democrat rails 


{Nazarov] This ts noticeable from speaker Ivan Petrovich 
Rybkin. Can you really compare the Rybkin of today with 
what he was a year ago’ 


[Orlov)] Rybkin’s past, | think, was superficial. The status 
of the man 1s changing, and his social role 1s changing. I say 
this to you as a specialist 


|Nazarov| Aleksandr Sergeyevich, it 15 possible that in 
time the situation will change. but for the time being you 
belong to the category of small parties. You have no global 
tasks on your shoulders 


[Orlov] This 1s the purest delusion. We set ourselves only 
global tasks, and our staff works only on achieving them 


|Nazarov] What are they, if it is no secret’ 


i¢ riov| It 1s no secret We do not absolutely need to have 
our “own” president, a majority in the government or in 
parliament. We are striving for and will continue to strive 
for a change in the political system, since we consider the 
present one to be transitional, We want people not to 


afraid of the state, not to tremble for their property, for 
their business. We want the state to serve the interests of 
the property owner in good faith and truth—with no 
dependence on which party gains the victory at the next 


elections 
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|Nazarov] This will happen? 
[Orlov] Absolutely 


|Nazarov| | read your party documents carefully, and | did 
not find any RPST program in them 


[Orlov] We simply don’t have one, There cannot be one in 
the current changing situation. We have basic program 
units by which we are guided in our work 


|Nazarov] All the same: how does the RPST differ from 
other parties—related and rival? 


[Orlov] To put it briefly, everyone knows what has to be 
done. But they do not know how! We do know 


Employment Prospects, Depression-Hit Areas in 
Russia 

9441.0728A Moscow SEGODNYA in Russian 

12 Apr 94 p3 


[Report by Ilya Shkabara of the “Mercator Group” 
Preferential Credits Do Not Prevent Unemployment” | 


| Text] By the beginning of 1994, according to official data, 
835,000 persons, or 1.4 percent of the able-bodied popu 
lation, were unemployed in the Russian Federation 
Against the background of countries in the West, where 
unemployment 1s several times higher, the situation ts 
quite favorable. (American economists consider 5 percent 
of the economically active population to be a normal level! 
of unemployment, only if unemployment exceeds this 
limit does it begin to have a harmful effect on the economy 
of the state or a region.) The level of unemployment in 
Russia as a whole is not high at present, but some indi 
vidual regions have already gone past the critical point 


The following have gone beyond the 5-percent threshold 
lvanovo, Kostroma, Pskov, and Yaroslav! oblasts and the 
republics of Dagestan, Kalmykia, Mordovia, and Chu 
vashia. Arkhangelsk and Kirov oblasts and the republics of 
Adygeya, Ingushetia, Northern Osetia, Udmurtia, and 
Chechnya are coming closer to that point 


There are various reasons why regions are led into such a 
situation. The Northern Caucasus Republic, a region 
which traditionally has a surplus of labor, has been 
exporting manpower for a long time not only to the 
capital's markets, but for construction organizations and 
seasonal work in practically every part of Russia. Many of 
the unemnployed persons from the Caucasus are working 
quite successfully far from home and are more a subject of 
interest to the tax authorities than social security organs 

Some 60 percent of the unemployed in the Northern 
Caucasus are under 30 years of age. The ranks of criminal 
gangs and those involved in illegal businesses throughout 
Russia are increasing precisely because of this category 

Unemployment in this region is reflected in crime from 
Kaliningrad to Sakhalin. And for this reason, the creation 
of jobs in the Northern Caucasus is more a struggle with 
the source of personnel for organized crime 


The precipitous production decline in light industry, ship 
building, and sectors of the defense complex has been the 
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Key:—!. Percentage of unemployed in the able-bodied population—2. under 0.7 percent—3. from 0.7 to 2.8 


percent—4, from 2.8 to 5.0 percent—5. over 5.0 percent 





principal cause of the rise in unemployment in Central 
Russia and the Volga region. 


The crisis in domestic light industry led to mass firings of 
personnel in Ivanovo, Yaroslavl, and Kostroma oblasts, 
and the high concentration of enterprises in these oblasts 
led to a sharp rise in unemployment. The situation is 
becoming critical. Light industry enterprises do not have 
effective sectorial management organs which could lobby 
for their interests in the government. As a result, local 
administrations have been forced to take extreme mea- 
sures to surmount the crisis and the unemployment which 
this crisis has caused 


The hasty extension of preferential loans and reduction of 
local tax rates have not checked the rate of decline, but 
they have had a substantial effect on the regions’ budgets. 
As a result, the budget deficit was 15 billion rubles [R] in 
Ivanovo Oblast, R20 billion in Kostroma Oblast, and only 
Yaroslav! Oblast made ends meet, according to the results 
for 1993. The average wage in these regions 1s also lagging 
behind substantially. In Ivanovo Oblast, it is 60 percent of 
the average Russian wage and one of the lowest in the 
Russian Federation. (According to Goskomstat [State 
Committee for Statistics] data, the average wage in Russia 
in January was R1 34,161.) 


Most of the unemployed in Arkhangelsk, Vladimir, Kirov, 
and Pskov oblasts and republics in the Volga region and 


Udmurtia were employees in the military-industrial complex 
who were discharged. The difficult situation in the defense 
enterprises led to a reduction of over 700,000 persons in 
1993, and a substantial number of them were added to the 
army of unemployed. The “militarized” regions with a high 
proportion of the VPK [military-industrial complex] in the 
structure of industry (in Udmurtia, for example, every fourth 
resident was employed in defense complex enteprises) have 
suffered the most. A further reduction of military orders 
stipulated by the budget for 1994 will lead to new large-scale 
dismissals, which will aggravate the acute social tension in 
these regions 


The rate of increase in unemployment varies in different 
areas as well. The highest rates of increase are observed 
where unemployment is already higher than the average 
level in Russia. In 1993, unemployment in Mordovia rose 
by three times as much, in Kalmykia by 2.4 times as much, 
in Ivanovo Oblast by 2.2 times as much, and in Chuvashia 
and Udmurtia by two times as much. But unemployment 
has declined since the beginning of the year in the cities 
with the lowest level of unemployment (under 0.5 per- 
cent}—Moscow and St. Petersburg 


Depressed regions are being formed where a precipitous 
production recession is combined with a high level of 
unemployment and a low average wage. In due course, the 
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De pressed 5 Regions in Russia 
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depression is deepened and negative socioeconomic pro Incidentally, it 1s characteristic that most of the territories 
cesses begin to intensify each other. A |-percent rise it which are going through a depression are ‘agging behind in 
unemployment in a depressed region leads to a regiona the voucher rating at privatization auctions as well. A 
decline of 2.5 percent in the gross national product collapse is a ipse. On all points 

One-sixth of Russia's population is living in depressed The opportunities of federal organs of authority are very 
regions today, and an effective system for their support limited today. By transferring to the regions a substantial 
needs to be established. Available experience in overcoming part of its powers, the state has relinquished a significant part 
the structural crisis in industry should form the ba yf th Mt its obligations. The transfer of 90 percent of employment 
program. Nizhegorod, Samara, and Saratov oblasts. whe fund resources to the regions has led to the point that the 
the proportion of the military-industrial complex ts no | government has deprived itself of the opportunity to redis 
than in Viadimir or Kirov oblasts, have reso 1 the tribute funds to the most needy territories. Because of the 
problem by close integration between industrial and con tuation that has taken shape. it would have been sensible to 
mercial structures. The use of commercial bank ans 1 make the federal orgat f authority responsible for redis 
supplement enterprises: working capital, targeted financing ributing ny ment fund assets and provide a 
and the formation of industrial-financia! groups—th favorabl ranment for iavestmenta cimed of crastion 


from a complete list of promising types of collaborat: new jobs in the depr | resions 
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Antwerp Diamond birm on Operations in Russian 
Viarket 


i ' itskhak Hania | ips yt Hid 


leat) My interlocutor Tiskhak Hannai is the manager 
of the \LRPERS Company, which is located in the Belgian 
city of Antwerp, it is considered one of the fastest developing 
and promising firms operating on the uncut and cut diamond 
market, It has subsidiary and joint enterprises in many 
countries of the world. Not many people know that 
LU RPERS became the firet foreign firm that «farted to cut 
diamonds in Russia jointly, with the Smolensk production 
association Aristall, The discussion in our tatervies mainly 
centered on the peculiarities of the diamond business and 


how it is developing in the world. particularly in our country 


Th 
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tt ijier the resignation of Ve. Gavdar and A. fedora 
the mass media reported that the corps of directors had come 
fo power, that the government would carry out its will, and 
consequently, that an end had been put to the reforms in 
Russia. What was the basis for such conclusions’ 11 would be 
hetter to make a judgment on industrial policy based on the 
actual relationships between the government and enterprise 
directors, not on the basis of theoretical arguments. In this 
connection, their meeting in an expanded collegium of the 
Russian bederation Committee on Metallurgy was vugnili 
cant. The directors of the basic sector of domestic industry 
metallurey and anumber of government officials headed by 
First tice Premier Oleg Sovkovets held a dialogue which did 
not conform to what has been described by our SMI [mass 
mediaj, let us say frankly, The directors did not speak as the 
leg opponents of reforms. The government was in no furry fo 
i ' compliment ‘the generals of industry.” This was a meeting of 


pragmatist fire’ of all 


; : \ 
















probably most apparent in enterprises subordinate to the 
Viinistry of berrous Metallurgy and Ministry of Nonferrous 
Vietallurgy. Let as remember how the ministers “trained 
the directors in selective conferences, The commands ar 
still fresh in most of their minds: “Stop production — giv 
the converted metal back to the cooperatives... Discontinu 
domestic deliveries -set aside so many metric tons for 
export, so many for the Viinistry of Detenw We wer 
trained to work by command and in accordance with volume 
indicators, and although 2 of § years ago we were studying 
the work of foreign firms and invited the presidents of 
concerns and representatives of joint-stock companies who 
have been working under market conditions all their lives 
we have not been able to develop anything similar to their 
system of management 
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\ Committee on Metallurgy has been established, and it 
performs a great deal of useful work in shaping government 
policy with pect to the sector, but metallurgists have not 
been able to come to agreement among themselves. Begin 
ning with the mining enterprises, (hrough all the production 

nversions right down to the fourth process stage, there are 
ibsolutely no financta: relationships those relationships 
which can establish and maintain the necessary production 
ties in any sifuation. among the subjects engaged in eco 
nomic operations. A management system is able to identify 
the common interests of enterprises and unify them, not in 
; wdance with a formal characteristic. but because of thet 

onomic, financial, and property linkage. It is precisely this 
link which ts traced in the classical etructure of any Western 
oncern associated with metallurgy, whether it is a techno 
logical or multisectorial association. It is precisely this link 
which creates additional interest for the producer and is th 
timulus for production. t atil we establish i. if is vers 
difficult to speak about stopping the manifestations of th 
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Continuing Problems in Providing Housing 
bxvamined | 
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lent) State apartments free of charge disappeared in the 
previous era. Millions of Russian families have remained in 
cramped, dilapidated. damaged houvng Does the Rusvan 
Crovernment intend to provide support for the disadvantaged 
who are not in a position to spend millions to improve thei: 


housing conditions, 
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economic and social tension. | think that housing reform 
should be coordinated without delay with all elements of 
social policy (primarily with the policy of incomes ard the 
living standard, and with the employment policy and 
directed social support for disadvantaged citizens) and 
subordinated to the goals of providing for the priority 
constitutional r@ehtis of the individual--to housing and 
property and a fitting standard of living. Mul the current 
housing policy is openly subordinated to a single, purely 
economic interest-—releving the slate budget of what is 


eft of clementary social guarantes 


19913 Traffic Accident Statistics bh xamined 
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iReport by F. Iivukhin: 47,000 Casualties! It Is Terrible 


iText] In commenting on the accidents statistics for the 
fret 6 monthe of laat vear (ZA RLILEM No tl 1994). we 
predicted that the annual total would differ little from 
199.2 a year with a high accident rate. Unfortunately, this 


pred tion was generalls myorrect 


Despite the fact that the number of DTP [traffic accidents 
in 1995 dropped by ' percent con pared with 1992 and 


ihere were 4 ) percent lowe! persons if mviin ascodent 


the principal and most alarming indicator—the number of 
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1993 Accident Rate on Roads of the 
(according to data from the 
Vehicle Inspectorat 


Russian bederation 


Ministry of lnternal 


( aweed by Drivers of bP aterprise and (breanirat 
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Principal Accident Rate Indicator 
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Railway Transport Tasks Outlined 
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The complexity of the transport situation which has 
formed on Russian territory was impressively elucidated at 
the Applied Science Conference of the RE Academy of 
lransport, which was held in September 1992, with inter 
national participation. The content of the basic reports and 


speeches, however, went beyond the framework of simply 
informing the transport community of the state of affairs on 
Proposals on the directions for develop 
and on the 
[Russian 


| ransport! Program and the principles on which it should be 


Russian railways 


ment of the Federation's transport system 


concept for drawing up th lransport Rossii 
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lransport msigned a prominent place, are picking up 
Ihe first stage of development is essentially completed 
About 50 screntists and eaperts from abroad took part in it 
mad forces and resource tf the International Monetary 
rund were drawn | (ine of the reports noted that in the 
past the Linwe nad wv had programs like this, it was 
being done for the first tev In reality, perhaps, our 
unit had not had sus in accompaniment for a secto 
ial national eco nic program since the mid 
ivf hy ginning oft ivi when it was considered the 
mm iocdraw t foreign sp imliats and resources. It is 
mother quest is to how effective this will be in modern 
da Queuin Aller a T screntific potential i fully 
niequate | t L ih any task ourselves, The 
nechanica } if | West Pcapenrence to domestic soil 
i part ximmissih 
Another ey i} aim. based on principle, and expressed at 
t hig ti v. ed to pro’ ide the program with 
1 rehable | nhidati entifica verified ideology 
why di porated i ihe basis of Russia's 
transport This will be our topic below, and more 
nnn tients ‘ he paid only to problems and 
juestior why via ’ ine he kground hut are of 
mp in i ‘} ' ; lopment of Russia's trans 
TT ' if 
Analysis of the Problematic Situation 
Tt pO to det the strategic and tactical goals 
: ’ Tile for 1 Rusesia transport pol \ 
wit jluating the situation which has 
‘ ’ | i lest Tt | the nified political space 
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msaport jluating the general course 
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fable 1. Patent of the Transport Network (at the beginning of the year, thows, km) 
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River transport, Hy the beginning of 1992, the extent of 
inland waterways served by Rosrechtlot had dropped by 
1.400 km, or by 3.2 percent, as compared with the begin 
ning of 1986. The length of the navigable inland waterways 
was greatly reduced (by 5.5 percent), The extent of water 
ways with guaranteed depths has also dropped somewhat 
Ihe reason for this is the lack of demand for certain 
sections of the waterways, mainly on small rivers, because 
of the reduction in the volumes of cargo and passenger 


transport 


Hy the beginning of this year, there were 2,600 mooring 
places in Russia with the total extent of the mooring front 
being 182.200 linear m, of which shipping company cargo 
berths account for 58 percent, The total eatent of the cargo 
berths is tending toward reduction: tt has dropped by 
percent as compared with 1986. This is because some of 
the obsolete wooden berths have been taken out of opera 
tion. The length of the berths equipped with transhipping 
equipment, was reduced by 1,300 linear m during this 
period, which 1 because of the sharp drop (by 65-70 
percent of the 1986 level) in fremht conveyance by river 
transport and dismantiing of the transshipment equipment 
from inactive berths 


Maritime transport, Thirty-nine seaports and 22 port cen 
ters with a total mooring front length of 60,500 linear m 
which constitutes about 50 percent of the length of the 
berths in the former Union, are located on Russian terri 
tory. The 
estimated at 18/7 million t(42 percent of the capacity of the 
L'SSR ports) and provides only 54 percent of the need for 
cargo hand ing. The rest of Russia's export-import cargo 1s 
handled at ports 
ind Averbauan 

ybout 14 million t of the 


production apacity of the Russian ports is 


i the Baltic countries, Ukraine, Georgia 
Ai the same tine Russian ports transship 


oOntiguous States cargo 


The berths are equipped with 216 transshipping complexes 
for dry cargo and 26 complexes to handle bulk cargo 
vhich 1s respective 45 and 40 percent of the transship 
ping compler f the former Unton. With the break-up of 


L'SSR. Russia was deprived of modern complexes to 
transship potassium salt, petroleum cargo and liquefied 
gas. and was left without railroad ferries to Germany and 
Bulgaria. Today the counts 


to accept imported grain and one specialized complex to 


y has only one portside elevator 


Ihe port mdusitry must be de veloped and modernized 


About 60 percent of Russian ports are unable to accept 
modern large ships because the berths are not deep enough 
(ver one-fourth of the berth front and fenced-in structures 
i! n an unsatisfactory technical condition. No new 
transsnipping Mpiere ior aports were envisaged rT 
being put into operation ir 1YRY.T UYU 

Th tructure of the transport fleet 1s extreme metticwent 
It of : yi percent of all the reefer ships, 29 
| nt of the gram carries 18 percent of the ferries, 25 


f the LASH ships and 35 percent of the passenger 
ry 1 tT? lorry | SSR Ministy it the Maritime } eect 


Air transport. The former Aeroflot, one of t vorid’s 


ra mons no mnger exist 
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up into dozens of small compames. The Russian Aeroflot, 
which was an international carrier, transported 3 million 
passengers in 1992 (or 700,000 fewer than in 1991) 
including 500,000 passengers by charter flights. The ship 
ment of cargo by this air company’s planes increased from 
54,000 (1991) to 75,000 1 (1992), The technical strength 
of the ground base is about 60 percent of the normative 
level, and not over 50 percent with respect to air terminal 
complexes, The wear and tear on the fixed capital in ai 
transport was particularly high and reached 70 percent 


An objective analysis of the above figures leaves no doubt 
that the first and main task of the “Transport Rossin” 
Program being worked out should be to re-establish the 
Federation's transport potential at today's scientific 
technical level. This urgent task should be given priority 
over other tasks and plans for transport newbuildings 
including the construction of high-speed railroad lines 
construction of new seaports, superhighways through unin 
habited or sparsely inhabited regions, et 


Does the Russian Federation Need an ETS [Unified 
Transport System] 


The answer to this question seemed to be provided at the 
above-mentioned applied science conference, and this 
answer was absolutely affirmative. The “Transport Rossi” 
Program should be worked out as a unified, objective 
oriented complex, encompassing the entire Russian terri 
tory, all levels of management, including regional, and all 
forms of transport (although the problems of municipal 
and industrial-technological transport, it appears, have 
been dropped from this complex) 


The unification of Russia's transport system, however 
should not mean cutting it off from the routes of the 
neighboring CIS territories. Another question arises in 
connection with this: can Russia work out a realistic 
program for its transport development without the parti 
ipation in it of its closest neighbors, with whom its 
transport network (for example, railroad) has been (and 
continues to be) in unity, not just formally, but in actuality 
for the last one-and-a-half centuries and more’ 


The problem of forming a unified Russian transport 
system, with a narrow, and therefore erroneous, concep 
tion of it, would signify the destruction of the super 
national, “trans-boundary” unity of the railroad network 
which in reality does exist. The overall nature of the 

Transport Rossi’ Program, therefore, gains yet another 
limension, the weightiness of which 1s determined by the 
fates of the CIS. Neither rapid nor slow disintegration of 
the CIS 1s advantageous to Russia's transport workers, and 
the most farsighted politicians and managers, fortunately 
realize this 


Economic tsolation inevitably leads to the creation of 
differentiated transport markets, stagnation in the sphere 
of technical progress as a whole and a reduction in the 
efficiency transport use. The experience of the West Euro 
pean countries in particular convinces one of this. The 
Common Market countnes, for example, due to isola 
tionism in the transport policy at the end of the 1980's lost 


about 400 billion Marks vearls alculations 


According to « 
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made by German scholars in connection with the intention 
io create a unified European market in 1993, as N.S 
Konarev informed us in his report at the conterence, the 
Common Market countries are losing over 15 billion 
Marks a year at border crossings, The average speed of 
freight delivery, from Belgium to Greece, tor example, 1s 
only 12 km/hr, because of all the border procedures that 
have to be performed, At the same time, with the creation 
of a unified European market, all the border formalities 
will become unnecessary and the delivery speeds should 


sharply rise 


Making a realistic and considered evaluation of the advan 
tages of transport integration, Kazakhstan, for example, ts 
consistently following the policy of strengthening cooper 
ation with Russia, within the framework of the CTS, and on 
a bilateral basis as well. In an interview for the newspaper 
GUDOK (No 21 of 4 February 1993), N.K. Isingarin 
minister of Transport for the Republic of Kazakhstan 
spoke with understandable anxiety about the “rolling wave 
of technical and technological lagging behind in the devel 
opment of railroad transport on almost all the railroads of 
the Commonwealth In order to avoid this danger, the 
director of Kazakhstan transport feels, it 1s advisable to 

think up variants for the future development of the 
railroads The conclusion 1s fully justified, and one 
cannot help but heed it when working out the “Transport 
Rossi 


lirector looks even farther 


Program. The experienced engineer, scientist and 
Kazakhstan is prepared for 
ihe Russian MPS. hased on tts screntifi potential lO 
boldly dictate, with their instructions and recommenda 
tions, the policy for the development of the railroads 

not everyone can see the advantages of this 
operation for Russia. Some people think that by iso 
iting itself, Russia will gain the possibility of radically 
improving its socio-economic situation It needs at least in 
ome way to compensate for the loss of time and pace, to 
be determined, finally, in its domestic and foreign policy 
f yncentrate on solving its own problems and to obtain a 
egal freedom of actions, not just of appeals and declara 
tions. Russian transport will lose scarcely anything from 
the break-up of the CIS 
transport system of the CTS countries exists only in name 


they think. Right now the unified 


To preserve the visible, displayed unity of the CIS, Russia 
V1) is belore, have to pay in some way and some 
mercenary-minded partners throughout the common 
h to obtain quite a large payment. Is it not bette: 


7 


experience and comprehend, and quickly, al 


iy iet then 


t} lisadvantages of living in discord?’ 


though, the tsolation of Russia's transport 

tem. 1solation consolidated in an individually worked 
sult program, and the additional political erosion of its 
idministrative-territorial structure, whether we like it o1 
i loss of its Status aS a great power. Then 
the ui lable role of a raw material appendage to t! 


ized” states awaits the country. naturally. with all the 


ndition—overwhelming povert 


i tl populatior momic dependence on the 


side w d. and political instability. This cours | 
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events will become reality unless the CTS countries (lirst 
and foremost Russia) display political wisdom and a will to 
true cooperation 


Strengthening the Commonwealth is the best of the pos 
sible outcome ind should be achieved, bul not at the 
price of endless economic and political concessions on 


any system 


Russia's part. There is always a dominant i 
and Russia 1s this dominant in the CIS. Acknowledging its 
ithe West, the United States is 
the generally acknowledged dominant) and authority 1s an 


natural supremacy (just as u 
indispensable condition for the existence of a unified 
transport area 


Preserving and strengthening the commonwealth of 


former Union republics, even if this process takes several 


vears, may prove to be the salvation of both Russia and the 
other CIS countne \ unihed economic and transport 
area 1s preserved, and th establishment of the declining 
transport communicat S will take nsiderably less time 
and fewer materia ab and financial resources. The 


political disagreement ited to establishing interstate 


houndart 5 Wi he sm ed over. the « ontlhy 1s about the 
distribution of means of transport among republics which 
only recently lived a fied tami vill be alleviated 
and the chance of making the transit from the eight 
year-long destructive phase of reforms to its itive phase 
Wi hye prom te | 

Linfortunatels me republics were | hurry to give up 
the idea of Russias natural supremacy in the common 
wealth of ndepet nt stat vhich did not prevent them 


der brother” in the far abroad. Th 


from finding ar 


xisting transport rast irc, howeve was quite col 
<rTrvative ndtv not He cas ror these republics 1oO 
quickly reorient t r transport-economic ties toward new 
partner passing rR ’ 
At the stage olf programs y the development ol transport 
Russia should not e out the participation of the former 
CEMA member tries, and even the European Com 
munity (EC) in its transport structures. Its very unlikely 
however, that ther be a major breakthrough on this 
level of cooperation in the near future, although such 
mteraction in < ng ind lua ems possit rieht 
now. In the final ar +h great deal will be determined 
hy the foreign pol | new Russ but th 
al 1s fact e don ecorl policy 
Questions of State Importance 
In the program b g worked out, the to owing extremely 
important questior r 1 He f ap ise answe!l 
The first of them: v llorts b ntinued t ire thy 
unity of the transport syst not only on the scale of 
Russia. buta hy dj mits level ol ea iorm 
i transport 
| g this prot eems that only ratiroad trans 
port was p letermined: the MPS of the Russian 
Federat tua e coordinat of railroad 
service n th ritory ¢ nied by the Soviet 
fof 1991. lering | pecifi 
it | ad wort ind apy the da 
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Statutes ensuring stable transport service for the national 
economy and the people under the conditions of a market 
economy, a Counci! for Railroad Transport was set up as 
the highest authority for coordinating the work of the 
railroads and its permanent executive body—the Board of 
Directors, Agreements on the basic principles of the oper 
ational work of the CIS railroads, on the procedure tor 
transit, on dividing up the railcar and container fleets, and 
other important decisions were made 


Ihe property of the Soviet railroads, marine and other 
forms of transport as a whole, however, was essentially 
divided up among the sovereign republics “on the spur of 
the moment,” virtually by sell-usurpation, Russia, as was 
noted, lost exits to the largest and technically best 
equipped seaports and was deprived of its share in the 
capacities of the railcar building, locomotive building and 
shipbuilding enterprises. Air transport suffered tremen 
dous losses. The transport repair base was unevenly dis 
tributed among the CIS countries. For example, in the 
sphere of capital repair of freight cars, Russia has a 13,400 
deficit of boxcars, Ukraine has a surplus of 5,700, Kaza 
khstan a deficit of \rmenia has no such 
base at all, et 


OO cars a veal 


In working out the “Transport Rossi” Program, which has 
gained the status of a state program, one must not let this 
very acute problem go unheeded. In this respect, the 
program can be neither deideologized nor depoliticized 
One cannot agree with the point of view of those who judge 
according to a ‘no use crying over spilt milk” scheme. This 
problem must be solved on a fair, strictly scientific, state 
basis 


The riches accumulated by our fraternal nations should 
not be let go after the destruction of their common home 
but should unite the people and the economy of the CIS 
countries. There are opportunities for this, and we must 
time and time again go back to the problem of dividing up 
the transport production capacities, which deserve indi 
vidual, unhurried, thoughtful consideration. We need solu 
tions which will make it possible to make joint use of the 
transport capacities created in the past for a direct pur 
pose. “We must decisively prohibit the overproliteration 
of production facilities. Everyone will gain from this in the 
long run.’ This point of view, expressed by N.S. Konares 
in the course of discussing the program at the conference 
gives true guidelines to its deve opers 


The task of dividing up the transport capacities should be 
achieved in consideration of the fact that, for example, in the 


vears of the early five 


ar plans, over 5O percent of the 
transport newbuilding sites were located outside Russia 
About 4.000 km of railroads wer 


territory ol Kazakhstan alone in those 


limits turned over tor 
operation on the 
years, which almost tripled the extent of its railroad network 
The capital of Tajikistan was joined to the railroads of the 


and the networks of Averbanan (Mindzhevan-Alvat 


1 


country 


line) and other republics were intensifie 


The tend ry tou ird 1st ppineg j { pry nt yy ine 
transport network outside tl territory of the Russia 
Federation was maintained t} mOstwa ' Col the 








RUSSIA 9 


railroads built in the period from 1945 to 1975, 40 percent 
of their total extent fell to Kazakhstan, Central Asia, the 
Caucasus and the Transcaucasus, As a result, by the 
beginning of the 1980's, the railroad network of Kaza 
khstan, for example, approached 15,000 km and consti 
tuted 10 percent of the total operational extent of the 
Linion’s railroads, whereas in 1913 it was not over 2,700 
km (4 percent of the extent of Russia's railroad network at 
that time). In the postwar years, new mainlines were built 
on the territory of Turkmena and Uzbekistan (the | 000 
kilometer Chardzhou-Kungrad-Beyneu line), Tajikistan 
and other republics. Tens of billions of rubles were allotted 
from the Union budget for the construction of these lines 
and other facilities. The tueme has come for these assets to 
be fairly “divided up,” meaning by this, the right of joint 
use of the common production capacities of each republic 
ina certain proportion 


The Second question: how will Russian transport partici 
pate, in the coming difficult stage of development of our 
multi-ethnic republic, tn achieving the most important 
all-state tasks? 


As before, the agrarian problem is one of these tasks. There 
iS little determination of the agrarian sector's need for 
transport and expression of this need in additional trans 
port production capacities. We must have a well thought 
out system of transport provision for the rural area 
guaranteeing the success of Russia's agrarian policy 


lt is not clear what will compensate for the closing down of 
unprofitable and low-activity stations and lines serving the 
rural hinterlands. Many rural towns and villages that have 
been abandoned will undoubtedly be rehabilitated and 
inhabited. We must seriously think about how transport 
will support the new agrarian policy and will contribute to 
the revival of spiritual and economic life on the vast 
expanses of Russia. We also need a clear-cut stand on 
problems of developing ecologically pure electric transport 
and reducing the adverse effect of transport and road 
construction on the natural environment and man 


(ne of the most important socio-economic tasks for all 
types of transport should be provision of passenger trans 
port in large cities and urban agglomerations. All the 
countries of the world are intensively seeking to accom 
plish this task, but it 1s not even designated in the plans for 
development of Russian transport. One cannot count on 
the way this was done in the past, by widescale construc 
tion of subways: that requires tremendous expenditures 
The problem is insoluble without rail transport 


As studies of the transport laboratory of the State Manage 
ment Academy imeni 8. Ordzhonikidze showed, in many 
large Russian cities (Nizhnyy Novgorod, Volgograd 
Samara, Uta, Perm, Novosibirsk, Krasnoyarsk, etc.), rat! 
road lines with an extent of 35-40 km and more run within 
the city boundary, connecting the peripheral areas of the 
city with its central section. These mainline intra-junction 
routes, radially approaching the cities and intersecting the 
irban sites being built up, have gradually “grown into” the 
city structure. Now. however. these lines are used main 
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Perhaps those who have said that an inspector she 
the railcar owner are right’ Yes, they are the on 
know “the subject” like no one else and could take 
it, But this “trifle is needed for that: they must be 
the right to determine what happens to it, and nei! 
station chiel, nor the chiet of the railcars service, nv 
the one in charge of the main administration would | 
to countermand their decision! 


| ask myself: what kind of status and protessiona 
should they have then?’ And | respond that this i pr 
the most complicated of all the questions, But we wi 


to answer it anyway. If not today, then tomorrow 


Railway Safety Efforts Viewed 
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| Text) In the last 10 days of March, A. Koryachkin, « 
the Kemerovo Railroad, signed an order in accordan 
the results of a traffic safety inspection, It was condu 
a group of specialists headed by Russian Deputy Min 
Railways Yu. Gerasimoy 
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the introduction of permanent alternate lines and engi- 
neering structures.” In conformity with the directive, it 
was planned to add 240 line inspectors promoted from the 
ranks of the best trained linemen, However, even now, a 
year later, the ministry's directive has not been fully 
imiplmented, which has substantially reduced the gain that 
had been planned. 


Of course, it is more complicated to resolve the problem of 
line personnel under conditions in Siberia than in regions 
with a favorable climate. The fact that workers in the 
industrial Kuzbass have a wide choice of work in their 
locations has a negative effect as well. However, all this 
should not relax the lines suprvisors, but make it incum- 
bent on them to work more diligently on personnel 
training. 


The railcars service was the only one where the number of 
equipment breakdowns increased at an alarming rate in 
1993: they included the following major defects: fractures 
in axle journals, wheels, and truck side-frames. Prepara- 
tion of trains for a run shows practically no improvement, 
and flagrant violations of the rules were permitted in 
repairing automatic brakes and automatic coupling equip- 
ment. In the wheel and roller bearing shops, repair proce- 
dure is not being followed, and assembly and inspection of 
bearing boxes is performed manually. These shortcomings 
have not been corrected for a long period of time, and the 
commission proposed that the chief of the railroad rein- 
force the service’s management with personnel for this 
reason. 
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But take the signals and communications service, Com- 
mission members devoted their attention to the fact that 
equipment is being updated very slowly here, Obsolete 
systems of electrical centralization are being operated at | | 
stations. Work to separate the pover cables and the signal 
and blocking cables has not been performed at many ETs 
[electrical switch and signal centralization] stations. 


I would err against the truth if I limited a report on the 
analysis to only the critical observations. . .t the inspectors’ 
recommendation, the chief of the railroad (more visible 
from the side, as they say!) expressed gratitude and 
awarded a bonus to leading employees who have been 
successful in resolving traffic safety problems. They 
include V. Sinitsyn, chief engineer of the Novokuznetsk 
Locomotive Depo: and L. Gulyakin, that depot's deputy 
chief; and T, Khadarin, inspector in the Novokuznetk 
Division, who was given particularly high praise by the 
deputy minister. Monetary incentives were awarded to A. 
Rossoshanskaya and R. Bauer, psychologists at the 
Novokuznetsk and Belovo locomotive depots, their work, 
which was inconspicuous at first glance, was put on an 
equal footing with the work of leading production 
employees. 


In the opinion of the main administration commission, the 
experience of the Kemerovo Railroad psychologists who 
distinguished themselves deserves every possible support 
and dissemination in the system, and as a correspondent, I 
will tell our newspaper's readers about this soon. 
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